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ever find 


IBM 


under your 
Christmas 
Tree? 


If you've ever wondered how the good things 
under your tree were made and delivered in time 
for amerry Christmas morning, the last thing you 
might think of is a battery of busy IBM machines. 

But it’s a fact: in thousands of bustling work- 
shops and stores throughout the world, IBM 
data processing systems help in the manufac- 
ture and distribution of toys and clothes and all 
the other wonderful things that enter into your 
holiday giving. 

Yes ... every day, in uncounted ways, IBM 
helps add to the pleasure of daily living ... 
speeds the progress that makes for many, many 
merry Christmases! 
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THE IAS LIFE SCHOLARSHIP PRIVILEGE 


One of many attractive features of the 


IAS home study training plan, the Life Scholarship Privilege, has made 


a substantial contribution to the success of thousands of IAS graduates. 


The ninety-assignment IAS Diploma Course includes fifty advanced elective assignments 


selected by the student—those which will be of the greatest immediate benefit. On graduation, 


The courses included in this Life 
Scholarship arrangement (with the 
number of comprehensive study 
assignments indicated) are: 


BASIC AUDITING (10) 

PUBLIC AUDITING (20) 
INTERNAL AUDITING (20) 

BASIC COST ACCOUNTING (10) 
ADVANCED COST ACCOUNTING (20) 
CORPORATION ACCOUNTING (10) 
MANAGEMENT CONTROL (20) 
BUSINESS STATISTICS (10) 
FINANCIAL ANALYSIS (10) 
ECONOMICS (10) 

OFFICE MANAGEMENT (20) 
ACCOUNTING LAW (10) 
FEDERAL INCOME TAX (10) 

CPA COACHING (20) 





each student becomes entitled to all additional 
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elective courses in the present IAS curriculum 


with full educational service and consultation privileges. 


@ With this broad curriculum at his command, each 
IAS student can study first those subjects needed im- 
mediately and can then broaden his knowledge of 
accounting and management through study of addi- 
tional electives. 


e There is no additional charge for the Life Scholar- 
ship Privilege. It is included in the reasonably low 


enrollment fee for the Diploma Course, 





The school’s 24-page Catalogue A is avail- 
able free upon request. Address your 
card or letter to the Secretary, IAS.... 


INTERNATIONAL ACCOUNTANTS 
SOCIETY, INCORPORATED 


A Correspondence School Since 1903 
209 WEST JACKSON BOULEVARD ° CHICAGO 6, ILLINOIS 


IAS 1S AN ACCREDITED SCHOOL, ACCREDITED BY THE ACCREDITING COMMISSION OF THE NATIONAL HOME STUDY COUNCIL 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 


1. To establish, coordinate and maintain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and financing, together with 
the necessary procedures to effectuate the plan. 


2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 


3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 


4. To report to government agenties, as re- 
quired, and to supervise all matters relating 
40 taxes. 


5. To interpret and report on the effect of 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental infl- 
ences as they affect the operations of the 
business. 


6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 
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MR. E. P. JORDAN, JR., General Sales Manager 
A. B. Dick Company, Mimeograph, 
Spirit Azograth, Offset, Folding Machines, etc. 
Chicago, Illinois 


We use the Traveletter System at A. B. Dick Company 


Traveletter 


. the better system for handling 
travel expenses... since 1894. 


Descriptive Brochure on Request 


“From a management standpoint we like it be- 
cause it saves time and simplifies paper work. It 
reduces errors. Expenses are reported while they 
are still fresh in the minds of our sales representa- 
tives. Also, Traveletter expense reports are com- 
pletely compatible with our accounting methods. 


“Our sales representatives like Traveletters, too. 
They like being reimbursed—without delay—for 
money they’ve spent. No one complains about fill- 
ing out a simple expense report in order to cash 
a Traveletter. 


“As a credit reference, it’s excellent! We've been 
using Traveletters since 1949 and I’ve yet to hear 
of anyone having trouble cashing one.” 


The Traveletter System reduces cash advances, 
saves accounting time, prevents lost time and lost 
orders, builds morale of salesmen. 

Used by companies employing from 1 to 1,000 
travelers, including United Aircraft Corporation, 
American Cyanamid Co., Western Electric Co., 
and many others. 


TRAVELETTER CORPORATION 6 GREENWICH 2, CONNECTICUT 
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ACCOUNTING FOR COMPANY-OWNED PLANES 


Editors, THE CONTROLLER: 

I have thought about the possibilities 
of developing an article on airplane ac- 
counting that might be used in a magazine 
such as THE CONTROLLER. The subject 
matter may be of interest to only a limited 
group of your readers. However I am en- 
closing the results of my efforts on some 
of the accounting phases concerning the 
keeping of a record of airplane operation 
for your consideration and use if you find 
it worthwhile editorial material. 


LYNFORD M. FOSTER 

Budget Secretary 

National Life Insurance Company 
Montpelier, Vt. 


No less than phenomenal has been the 
growth of business flying during the past 
ten years. Over 6,000 firms in the United 
States own and operate one or mote air- 
planes each for private business travel and 
the number is increasing daily. 

This new mode of travel has brought a 
new set of problems. Smart business con- 
cerns do not take a casual attitude toward 
the use of company-owned planes but in- 
sist on special treatment of this phase of 
company operations. Facilities are set up, 
manned by qualified personnel with an ex- 
ecutive in charge, to work out the various 
angles involved. 

The Accounting Department may not be 
directly concerned about such factors as 
imposing strict standards of operation and 
maintenance for pilots and planes but the 











CHICAGO : 
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Depreciation and Depletion Studies 

Valuations and Appraisals 
Organization and Business Reports 
Securities Registration Investigations 


Design and Construction 
Industrial Engineering 


Ford, Bacon & Davis 


Engineers 


39 BROADWAY, NEW YORK 6, N. Y. 
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accountant assigned to keeping the records 
should be familiar with all matters con. 
nected with maintaining a safe flying pro. 
gram. 

Naturally the first concern is to provide 
the highest possible degree of safety. The 
pilot’s qualifications are important in this 
respect and not the least of these are his 
physical qualifications. To this end the ac- 
countant must provide in his books for a 
charge covering periodic physical examina- 
tions according to Civil Aeronautics Ad. 
ministration standards. It is important to 
know the restrictions as well as the abilities 
of both the pilot and the plane. 

The pilot is no better than his plane. It 
is essential to insist upon a high standard 
in the maintenance of the equipment. The 
customary procedure of purchasing by regq- 
uisition routed through channels usually 
takes time and therefore may not always be 
satisfactory where frequently promptness is 
important in maintaining a proper airplane 
program. Therefore, authority must be dele- 
gated so that acquisition of essential sup- 
plies and equipment can be accomplished 
with dispatch and efficiency without sacti- 
ficing prudence. In most cases it is necessary 
to rely solely on the pilot’s, or mechanic's, 
judgment for purchases of parts and equip- 
ment. 

Frequently, a plane is owned and oper- 
ated jointly by two or more companies. A 
simple treatment is for one company to pay 
all bills and make a monthly charge to the 
partner. Expenses can be allocated on the 
basis of plane miles or flight hours. In some 
instances the accountant has to use the ut- 
most in tact and judgment in deciding who 
should be charged with “‘dead-head”’ (those 
occasions when the plane is flying without 
passengers). To pro rate such time accord- 
ing to total time of direct usage is probably 
the best solution to most cases. 

The accountant should not lose sight of 
one important item of expense which may 
be called ‘Reserve for Motor Replacement 
and Repair.” Whereas a new plane may be 
properly depreciated over a period of five 
years, provision must be made for the pur- 
chase of new motors whose depreciation 
rate depends on the hours of actual use. The 
CAA and the manufacturer usually estab- 
lish a policy regarding the time of major 
overhaul. After learning the replacement 
cost and the predetermined engine life, the 
accountant can easily compute the hourly 
rate to use in setting up the proper reserve. 


DOWN-TO-EARTH PRESENTATION 
Editors, THE CONTROLLER: 

I think “Control by Budget’? by James 
L. Peirce published in the July 1957 is- 
sue of THE CONTROLLER is an excellent 
down-to-earth presentation and I would 
like to make it available to people in our 
division offices who have budgeting re- 
sponsibilities. 

E. J. DRENCKPOHL 
Green Giant Company 
LeSuer, Minn. 


Reprints of Mr. Peirce’s article have 
been made and are available at 35¢ each 
from Controllers Institute of America, Two 
Park Avenue, New York 16, N. Y. 

—The Editors 
(Continued on page 570) 
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-| BURROUGHS MICROFILMING 
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PERMITS TRUE CYCLE BILLING FOR CLINIC: “Now we need only one 
copy of charge tickets, statements and receipts . . . duplicates and sepa- 
rate files are eliminated. Before, actual cycle billing accounting was 
impossible.” Southwest Clinic Association, Dallas, Texas. 


A ELIMINATES RECORDS STORAGE COST FOR DEPARTMENT STORE: 
ay “Burroughs Microfilming saved us a significant outlay for rental of ware- 
he house space for 30-40 filing cabinets. Now, all sales data are kept in one 
he filing drawer.” Szold’s Department Store, Peoria, Illinois. 
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- Since no one knows YOUR needs better than you yourself, check just © CONTROLS HUGE NUMBER OF REGISTRATION CARDS FOR HOTEL: 
“Burroughs Microfilming enables us to film and file our many registration 


aw many ways Burroughs-Bell & Howell dependable microfilming cards quickly, easily. Cards can be kept indefinitely for legal purposes in a 
r equipment helps ANY businessman. It can help simplify and improve —_small space, too!” Morrison Hotel, Chicago, IIlinois. 
records systems. Reduce record storage space a full 99 percent. 
Provide centralized data control. Cut costly clerical help. And insure 
a positive records retention schedule. Your nearby Burroughs 
Systems Counselor can zero in these benefits, and many more, to 
YOUR SPECIFIC REQUIREMENTS. He knows no two 
| concerns ever have identical needs. Experience has Sm | 

: é \ urroughs THE MODERN LOW-COST MICROFILMING SYSTEM 
shown him this. Call our branch office, Burroughs 
Division, Burroughs Corporation, Detroit 32, Mich. 





“Burroughs” —Reg. TM; 
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RE: “RATES OF RETURN: THE EFFECTS OF BORROWING” by Louis O. Foster 


(Published in the August 1957 issue of THE CONTROLLER) 


Editors, THE CONTROLLER: 


The use of Professor Foster’s method when new financing is 
required, as descriked in his illustration, would appear to have a 
weakness. This is that he assumes that the dollars of original 
book value of the company’s common equity and the dollars 
raised through additional stockholder investment share equally 
in net profits. This would be true only if the company’s net re- 
ceipts (after underwriting expenses) per share of new stock sold 
exactly equalled the book value per share of the original stock 
outstanding, a very rare coincidence. Even in the case of sale of 
the new stock through privileged subscription the weakness 
would remain, inasmuch as probably few stockholders would 
have acquired their stock at book value. Therefore, for accurate 
comparison of the two alternatives (common stock financing 
versus a loan and preferred stock), calculations should be made 
on a per share basis. This can easily be done, and can be made 
even more useful by graphical presentation. 

Let us use Professor Foster's example, with slight additions, to 
illustrate this graphical method: 

Original equity—$50,000 consisting, let us assume, of 10,000 
common shares. 

Annual before-tax earnings after expansion—$25,000. 

Additional capital required —$45,000. 


PLAN A 

Alternatives: Common stock financing to raise the desired 
amount. Assume further that the new shares will be offered at 
$5.00 a share, and that after expenses will net the company $4.50 
a share. Thus 10,000 new shares must be sold. (Note: the sales 
price per share assumed was taken as being within the range of 
possibilities, but it might have been either higher or lower. It is 
not meant to imply that the sales price would necessarily be 
lower than book value of the old stock. In actual cases, this figure 
would be known approximately. ) 


PLAN B 

Flotation of a $15,000 loan at 4% interest and issuance of 
$30,000 preferred stock at 5%. 

Take any two levels of earnings before interest and income 
taxes. (For a better graph, these two levels should be within the 
range anticipated.) Take, for example, $10,000 and $40,000. 
Compute the earnings per common share for each financing a.- 
ternative at both these levels, as follows: 





PLAN A 
Earnings before interest and income taxes $10,000 $40,000 
Income tax at a straight 52% rate, as used 
by Prof. Foster 5,200 20,800 
Available to common stockholders 4,800 19,200 
Earnings per common share (20,000 shares) 24¢ 9C¢ 


DEBT VS. EQUITY FINANCING 


Editors, THE CONTROLLER: 

I was looking for some material for one 
of my associates regarding debt versus 
equity financing. It seemed to me that I 


could help me. 


CLARENCE BICKEL 


Milwaukee, Wis. 





not complete so I thought perhaps you 


Partner, Robert W. Baird & Co. 





























PLAN B 
Earnings before interest and income taxes $10,000 $40,000 
Interest ($15,000 x 4%) 600 600 
9,400 39,400 
Income tax (straight 32%) 4,888 20,488 
4,512 18912 
Preferred dividends ($30,000 x 5%) 1,500 1,500 
Available for common stockholders 3,012 174m 
Earnings per share (10,000 old shares) 30¢ $1.74 
These results may now be shown graphically as follows: 
$2.00 + 
REPS. GHP <x 
ee 7 a 
s, zs fir eS | 
—— 7— ———$$$—___— = 
» 31-50 : > oe $+ 
£ aie Reece, 
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§ $1.00 
5 
Qa 
c 
5 $0.50 
30¢ 
A 
0 i 
0 $10,000 $20,000 $30,000 $40,000 $50,000 


Earnings before interest and taxes 





Other than avoiding the weakness described earlier, this 
graphical method has the further advantage of showing the effect 
of the two financial plans not only at one level of anticipated 
earnings before interest and taxes, but over the whole range of 
possible earnings. In addition, it shows the level of earnings at 
which either plan gives the same results from the point of view 
of earnings per share of common stock (approximately $7,500 
in the illustration above). 

Of course the effect of the two financial plans on earnings per 
common share at various levels is only one factor out of several 
which must be considered before coming to a decision. 


ta 


VINCENT JOLIVET " 
Assistant Professor of Finance 
University of Washington 
Seattle, Wash. 


fre 


August 1957; “Cost of Capital” and "How 
a Corporation Raises Capital” —a report by 
the Finance Management Committee of the 
New York City Control of Controllers In- 
stitute, May and April 1956; and “Lease- 
back vs. Security Financing’ —a report by 
the Subcommittee of the Committee on Cap- 





had read an article in one of the issues of 
THE CONTROLLER on just this subject, 
but I have not been able to find it in look- 
ing back over the 1957 copies. My file is 


THE CONTROLLER.............-. 


The following articles have appeared in 
THE CONTROLLER along the lines of corpo- 
rate financing: “Rates of Return: The Ef- 
fects of Borrowing” by Louis O. Foster, 


cop ee ee DECEMBER 1957 
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ital Assets and Related Reserves of the New 
York City Control of Controllers Institute, 
September 1953. (Reprints of the Neu 
York City Control articles are available 
@ 40¢ each from Reprints, THE CON- 
TROLLER, Two Park Avenue, New York 16, 
NY.) —The Editors 
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cut freight payment costs .. . in the New York area 
talk to the people at Chase Manhattan 


Chase Manhattan’s Freight Payment Plan operates on 
a clearing house principle ... settles the payment of 
freight bills between shippers, receivers and carriers. 


Chase Manhattan’s Freight Payment Plan 
Pays Off Three Ways! 
© Simplifies record keeping 


© Assures payment of freight bills within 
prescribed time. 


© Eliminates check writing and signing 


Find out how Chase Manhattan’s Freight Payment 
Plan can benefit you. Just mail the coupon. 


THE 


CHASE 


MANHATTAN 
BANK 


Chartered 1799 
NEW YORK, N. Y. 


Member Federal Deposit Insurance Corporation 


The Chase Manhattan Bank 
Freight Payment Division, Dept. MM 
18 Pine Street, New York 15, New York 
(C Please mail me further infor- (] Please call me to arrange an 
mation about Chase Manhat- appointment to discuss the 
tan’s Freight Payment Plan plan. 
Check One) 
Company....... ee jadwbecaun extn We 3 o<ea de awe 
MOREE TET EE POT TT eee Pe reer erg ree eer 
SP ee re * vada détist RARE heeds ons eeteseaenanes 
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Customers mail remittances to... 


Treasurers Gain Close Control 


Post Office Lock Boxes-(or the cor- 
poration’s branch offices) in stra- 
tel (aol bam lolaohi-xemalitte 





of Funds Through Guaranty’s 
National Clearing Plan 


Method speeds collec- 
tions coast-to-coast; 
saves up to five days 
of “float” on customers’ 
remittances. 


Today, perhaps more than ever be- 
fore, it is vitally important for a cor- 
poration to maintain close and careful 
control of its funds. And yet, particu- 
larly in the case of a corporation doing 
business over a widespread geographi- 
cal area, this is difficult to accomplish 
with ordinary collection methods and 
draw-down routines. 


Through THe GuARANTY NATIONAL 
CLEARING PLAN, however, it is pos- 
sible for a corporation treasurer to 
achieve this close control, because he 
receives vital, up-to-date balance re- 
ports on his depositary bank accounts 
each morning of the work week. 


Guaranty’s Plan cuts the time ele- 
ment in the collection of customers’ 
check remittances, speeds the flow 
and transfer of funds throughout a 
company’s depositary bank network, 
thereby assuring the treasurer of 
finger-tip control of his company’s 
funds. 


The plan itself is flexible and can 
be tailor-made to suit individual re- 


GUARANTY TRUST COMPANY 


OF NEW YORK 
Capital Funds in excess of $400,000,000 
New York 36 
40 Rockefeller Plaza, New York 20 


Fifth Ave. at 


44th St. 


quirements. Without going into op- 
erational details, it can be said that, 
basically, the plan involves three ma- 
jor procedures: 


1. Fast collection of customers’ checks. Through 
Guaranty’s Clearing Plan, collection 
routines are set up with regional city 
banks. Customers are instructed to 
send remittances to either designated 
Post Office Lock Boxes or to the com- 
pany’s own branch offices. These re- 
gional collection areas are serviced by 
the regional banks, thus saving as 
much as five days of check “float” time. 


2. Daily bank balance reports. Each day 
Guaranty furnishes treasurer with up- 
to-date reports of balances in all re- 
gional city banks serving as collection 
concentration centers. 


3. Rapid transfer of balances. On instructions 
from company, accumulated balances 
in regional city banks are transferred 
to corporation’s central bank. 

If you would like to receive more 
information about The Guaranty Na- 
tional Clearing Plan, simply write on 
your business letterhead 
for a complimentary 
copy of “Better Con- 
trol of Corporation 
Funds Through The 
Guaranty National 
Clearing Plan.” Ad- 
dress Dept. C-4. 
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Madison Ave. at 60th St., New York 21 


London «+ Paris ¢ Brussels 


Member Federai Deposit Insurance Corporation 






Regional city banks service these 
regional collection areas and wire 
daily balance reports to... 





Guaranty Trusf Company 


Guaranty gives corporation treasurer 


up-to-date reports of balances in alt 


city banks, assuring better 
of funds. Necessary balance 
then through 


Guaranty Trust Company. 
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Campus Recruiters, Please Note 

When university students are considering their future 
corporate connections, what are the main points of interest 
to them? Some interesting clues resulted from a recent 
meeting of the Richmond Control of Controllers Institute, 
which was held at the University of Virginia, Charlottes- 
ville, and attended by professors and students of the Grad- 
uate School of Business Administration. Following a panel 
discussion, three of the graduate students presented their 
views on “What the Accounting Graduate Expects to Find 
in His Job with Industry.” Thereafter, three members of 
the Richmond Control spoke on ‘“What Companies Expect 
from Graduate Accountants.” A question period followed. 

The graduate students were very much interested in the 
historical background of companies with whom _ they 
would seek employment and also the management, the 
area of advancement, the opportunity to rise to the top of 
the organization, facilities, and character of the company, 
etc. 

Rate of pay, it was reported, was last although not 
least. j 


Our “Welfare Society” 

The growing importance of welfare and pension plans 
in the financial picture of the individual, the corporation, 
and the national economy is evidenced by a recent report 
from the Institute of Life Insurance, which indicates that 
insured welfare and pension plans for workers and their 
families accounted, in 1956, for approximately one-third 
of the premium volume of our life insurance companies, 
as well as one-third of the additions to policy reserves. 

“Equally as important as the growth in the number in- 
sured in the 11 years since World War II when most of 
these policies were written,” said Holgar J. Johnson, In- 
stitute president, “has been the increase in benefits made 
available under these plans. Today a worker can be as- 
sured of a measure of security for his dependents on his 
death, a retirement income for himself, hospital-surgical- 
medical expense coverage for himself and family, catas- 
trophe protection and set income during an extended 
illness,” 

At the close of 1956 there were 15.4 million workers 
covered under one or more hospital-surgical-medical plans 
written by life insurance companies alone. Over 23.4 mil- 
lion dependents of wage earners were covered under 85 
per cent of the group accident and sickness plans in ex- 
istence last year. 


Over $4 billion in premiums was paid for protection by 
group life, pensions and accident and sickness plans, by 
employers and employes last year. At the same time nearly 
$4 billion was paid in benefits or added to reserves for 
future benefits under these insured welfare and pension 
plans. 

Group life insurance covered 33 million workers for a 
total of over $116 billion, with an additional $1 billion for 
dependents under many hundreds of the plans. A potential 
retirement income of $2 billion was provided for nearly 
4.5 million wage earners under insured pension plans at 
the end of 1956. 


Operations-Finance Teamwork 

An approach to executive controls through program- 
ming and budgeting is presented in a monograph, “Ex- - 
ecutive Controls,” by William O. Reeder, professor of 
business administration at Syracuse University. A graduate 
of West Point, and subsequently of Yale’s Sheffield Sci- 
entific School, General Reeder had a varied career in the 
United States Army before becoming Deputy G-4, in which 
position he was responsible for a large part of the Army’s 
budget presentations to Congress. He joined Syracuse Uni- 
versity in 1953 upon retirement with the rank of major 
general, and among his scholastic tasks has been the re- 
sponsibility for designing a management development pro- 
gram for business executives. 

While many of the observations presented by General 
Reeder in his monograph of 40 pages (available at $1.00 
from the Business Research Center, College of Business 
Administration, Syracuse University) merit publication, we 
noted with particular interest his comments about the im- 
portance of operations executives having a good under- 
standing of the financial side of the company. Says Gen- 
eral Reeder in his preface: 


“My feeling of respect for the financial man deepened 
when I returned from the wars. I found myself Deputy 
Chief Signal Officer, defending the Signal Corps’ budget 

. and after less than two years, Deputy G-4 of the De- 
partment of the Army. I found that quite unlikely looking 
lads in the comptroller’s shop had a remarkable knowl- 
edge of our operations. There was only one conclusion. An 
operator needs some knowledge of the financial end just 
to protect himself from these sharpies. But a far better 
reason is that such knowledge will enable him to do his 
job better. He will be able more fully to utilize the service 
that the financial man can bring him.” 


We share with William T. Jerome III, who is director 
of the Executive Controls Program at Syracuse University, 
the hope that through this monograph, and in other ways, 
there will be continuing growth of understanding and in- 
sights into the programming-budgeting process and 
further strengthening of the partnership between the op- 
erator and the financial man. —PAUL HAASE 
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ut wings on her fingers 





In every important category of measurement; 
speed, ease, quality of typing and servicing costs 
—the new Royal will outperform any electric type- 
writer made. 

And why not! It’s made by the people with the 
most typewriter know-how. Every feature of this 
truly incredible machine was designed with a pur- 
pose .. . to help your secretary produce more and 
better work with Jess effort. 

And you can interpret Royal’s superiority in 
terms of dollars and cents, money in the bank, be- 
cause of time and energy it saves. 


What’s more, this new Royal Electric is a won- 


and money in the bank... 





ith the incredible new ROYAL ELECTRIC! 


derful morale builder. Its streamlined beauty fits 
comfortably into any surroundings. 

Why not try out a Royal Electric in your own 
office. Your Royal man will be happy to arrange 
a demonstration and free trial. Call him today. 





re 


Only Royal offers ‘‘Twin-Pak,”’ 





Seegeeed 


the instant changing ribbon that hands never touch! 


GYAL electric 


Product of Royal McBee Corporation, 
world’s largest manufacturer of typewriters 
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The Cost of Staying in Business 


Frank Royce 


“The Federal Income Tax in general is 
based upon net income of a specified 
period designated as the taxable year. The 
production of net income usually involves 
the use of capital assets which wear out, 
become exhausted, and are consumed in 
such use. The wearing out, exhaustion, 
and consumption usually is gradual, ex- 
tending over a period of years. It is ordi- 
narily called depreciation, and the period 
over which it extends is the normal useful 
life of the asset. 

"It is elemental that in determining the 
net income derived from the operation of 
a trade or business, all operating costs and 
expenses allowable as deductions must be 
determined and deducted from the gross 


O THOSE OF YOU who are thinking at 

this moment that this is old stuff, I 
shall reassure you. You are right. To this 
point I have simply quoted from the 
opening paragraphs of Bulletin F revised 
January 1942, as issued by the U. S. 
Treasury Department, Bureau of Internal 
Revenue. In January 1942, when this re- 
vision was issued, we had already under- 
gone the agonies of the Pearl Harbor 
attack, and for some time had been enjoy- 
ing a period of industrial prosperity based 
upon aid to the Allies and the construc- 
tion of our own defenses. 

At that point the American Appraisal 
Company Construction Cost Index stood 
at approximately 230. From that point un- 
til the end of 1945 and VJ Day the Con- 
struction Cost Index rose approximately 
40 points, or 15%. Today our Construc- 
tion Cost Index stands at 664+, or about 
190% higher than in January 1942. 

I will not impose on you any further 
quotations from this Bulletin F. You 
are all familiar with its provisions respect- 
ing both depreciation and obsolescence. It 
is interesting to note, however, that 
there were paragraphs titled: ‘Useful 
Life” ; “Straight-Line Method” ; ““Unit-of- 


income. The consumption of trade or busi- 
ness capital represented by depreciation is 
an operating cost the deduction of which 
in computing net income is specifically 
provided for in the Internal Revenue 
Code and several prior Revenue Acts, as 


follows: 


Depreciation—a reasonable allowance 
for the exhausting wear and tear of 
property used in the trade or business, 
including a reasonable allowance for 
obsolescence. 


“The factors of wear and tear and de- 
cay cause physical exhaustion, or deteriora- 
tion, ultimately resulting in retirement of 
the property while those retirements due 


e e e e e e se + e * e 


Production Method” ; ““Declining-Balance 
Method”’—subjects to which many of us 
paid but scant attention until 1954. The 
last general heading is “Lives of De- 
preciable Property.” Under this, it states: 


In this compilation are listed for each 
industry the useful lives of various assets 
including, wherever practical, lives of com- 
posite accounts and group accounts. 
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Current depreciation rates 
offset increased costs of 
labor and materials only 


to obsolescence are caused by forces ordi- 
narily unrelated to physical condition. 

“Obsolescence may be defined as the 
process of becoming obsolete due to prog- 
ress of the arts and sciences, change in 
economic conditions, legislation, or other- 
wise, which ultimately results in the retire- 
ment or other disposition of property. As 
said by the Supreme Court in the United 
States Cartridge Company case: 


Obsolescence may arise from changes 
in the art, shifting of business centers, 
a loss of trade, inadequacy, superses- 
sion, prohibitory laws and other things 
which, apart from the physical deteri- 
oration, operate to cause plant elements 
or the plant as a whole to suffer dimi- 
nution in value.” 


BULLETIN F REVISIONS INADEQUATE 
As you all know, Bulletin F is cur- 
rently undergoing a revision sponsored 
by a small group of experts in such 
matters. Most companies, if I am not 
mistaken, are now in the fourth year of 
determining allowable depreciation on 
the basis of such accelerated rates as the 
double declining balance or sum of the 


FRANK A. ROYCE is district manager of the American 
Appraisal Company, Boston, Mass. Prior to joining them in 
1946, Mr. Royce spent ten years as a partner of PL. War- 
ren & Company, financial consultants, and for ten years 
previous was associated with Stone & Webster in both their 
financial and engineering divisions. He is a member of 
the Boston Chapter of National Association of Accountants 
and past president of the Boston Chapter of the American 
Society of Appraisers. This talk was presented before the 
Springfield Control of Controllers Institute of America. 


2 ia ae -..., .DECEMBER 1957 





575 








years’ digits. Starting in 1954, acquisi- 
tions of new property can have been 
depreciated initially at approximately 
twice the rates formerly allowable. To 
a certain extent, the higher depreciation 
rates have tended to offset the con- 
stantly increasing cost of new property. 
I now wish to suggest, however, that 
these higher allowable rates of depre- 
ciation are serving only to offset the 
increased costs of labor and material in- 
volved in reproducing standard or con- 
ventional items of property. They fall 
far short of offsetting the improvements 
in productive capacities of machinery 
and the obsolescence accruing so 
rapidly to so much of the single-pur- 
pose machinery produced since World 
War II. 

There are many indices which trace 
the increasing cost of labor and ma- 
terial applicable to standard items of 
machines, tools, and/or other prop- 
erties. I know of no indices, however, 
which trace the cost of the most up-to-date 
production facilities. I have investigated 
the cost of several standard items such 
as a Ford automobile or a Lincoln. In 
1946, neither the Ford nor the Lincoln 
had such accoutrements as power 
brakes, power steering, automatic trans- 
mission, or what-have-you. You may be 
interested in tracing the recommended 
selling prices for the most economical 
Ford obtainable during the period. This 
would be a car without any of the ac- 
cessories above-mentioned rather than 
the most luxurious item including all 
the various developments. For a Ford 
business coupe, the dealers’ recom- 
mended sales prices have risen since de- 
control in 1946 approximately 120%. 
A Lincoln four-door likewise has risen 





225%, but that includes the additional 
cost of the modern accessories. More- 
over, it shouid be noted that in 1946 
automobile dealers in both types usually 
obtained the recommended price—and 
sometimes more—whereas today com- 
petition has in effect lessened the in- 
crease as they pass on much of their 
profit to the customer. 

No enterprise will be successful to 
the utmost degree unless at all times it 
possesses the most modern and efficient 
labor-saving tools obtainable. I am not 
considering simply the replacement of 
items worn out in production. That in- 
volves the years of time generally sug- 
gested in the 1942 issue of Bulletin F. 
New products are constantly being de- 
veloped that require new machinery. 
There are new methods constantly be- 
ing developed which require more 
modern design of production machin- 
ery. Many of these new machines are 
protected by patents, licensing agree- 
ments, and secret processes. Each of 
them obviously imposes a greater finan- 
cial burden on the owner or operator 
thereof. 


WHAT DO ANNUAL REPORTS SHOW? 

In an effort to analyze the capital in- 
vestment in various companies and its 
effect on productive capacity and ability 
to increase unit sales, I have made some 
study of the annual reports which have 
been made available to the public. 
Several readers who are responsible for 
the well-being of paper manufacturing 
properties have possibly recognized the 
title of this paper, “The Cost of Staying 
in Business,” as that used by David L. 
Luke, Jr., West Virginia Pulp and 
Paper Company, in the annual report 


“Just one year | wish he’d place our Christmas 
bonus on our desk and let it go at that!” 
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for the year 1948. Under the subhead. 
ing “The Cost of Holding Business,” he 
explained how necessary, and yet how 
difficult, it was to increase production 
from existing facilities. He stated: 


“In an integrated mill, where a dozen 
major activities are going on at the same 
time, the big job is to keep them all in the 
same kind of balance. To extend operations 
and at the same time to retain this balance 
is an exacting task. Any new pull on, say, 
paper machines quickly sets up a chain of 
risky, costly adjustments all over the mill, 
Not only do the paper machines call for 
more pulp and the pulp mill for more wood, 
but there is a rapid general increase in the 
demand for services like steam and elec. 
tricity. What was previously reserve ca- 
pacity is brought into regular use, and to 
prevent interruption in case of breakdown, 
new reserve capacity has to be provided. 
Bottlenecks develop; new units have to be 
added here and there. Heavy equipment has 
to be torn down and rebuilt in another spot 
to improve the line-up. New loads hit the 
recovery system, requiring extra evapora- 
tors, extra precipitators. The general 
speed-up accelerates wear and tear; the 
need for major repairs is more frequent 
and more pressing. 

“In the ordinary course of replacing old 
and obsolete equipment any company that 
wants to stay in business beyond the life of 
its first machine has to face this cost. In 
theory, each piece of equipment ought to 
earn enough to pay for itself by the time 
it is discarded. Accordingly, each time the 
company buys a new piece of equipment 
the engineers estimate its useful life, divide 
the cost by the corresponding number of 
years and enter this amount each year as a 
charge against the earnings called ‘depreci- 
ation.’ Sometimes people erroneously think 
of entries in the depreciation account as 
some sort of savings, like deposits in the 
bank, and imagine that the figures set up 
on the book as ‘depreciation reserve’ repre- 
sent a great hoard of cash. Actually, how- 
ever, this is only a misleading measure of 
whether the company is earning enough to 
pay for equipment as it wears out. 

“The trouble with the theory is that it 
assumes the company can stay in business 
merely by working each piece of equipment 
till it falls apart, then buying another ex- 
actly like it. 

“What the cost of replacement will run 
in the future is something of an enigma. 
Some idea can be obtained, however, by 
assuming that an integrated pulp and paper 
mill has a ‘life’ of 20 years, i.e., that enough 
money ought to be spent on it each year to 
overhaul, reorganize and rebuild it entirely 
in the course of 20 years. It is generally es- 
timated that to construct facilities for pro- 
ducing the grades we make would, at to- 
day’s prices, cost between $60,000 and 
$80,000 per ton of daily capacity. This 
means that to reproduce our present Ca- 
pacity of about 2,000 tons per day would 
cost between $120 million and $160 million. 
Spread over 20 years, if prices stay the 
same, this would require between $6 million 
and $8 million per year. That is, we pet- 
haps ought to spend something like that 
each year, instead of the $3.8 million cur- 
rently allowed by depreciation, in order to 
keep from gradually drifting into decay.” 
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RISING REPLACEMENT COSTS 


It is heartening to note that in writ- 
ing the above quotation Mr. Luke made 
no attempt to forecast future price 
trend. There is no one among us 
unaware that the trend has been up- 
ward since that time, however. The ex- 
tent to which replacement costs have 
increased depends entirely upon the 
type of property with which one deals. 

Tracing such simple items as wood 
benches and racks in the general plant- 
equipment category from 1948 through 
1956, we can note an increase of 
slightly over one third. Steel desks, on 
the other hand, appear to have in- 
creased something over 50%. Such a 
simple item as dormant scales appear 
to have increased approximately 70%. 
Likewise, such a standard item as a 
typewriter. With respect to general 
machinery price trends, two widely 
published price indices differ. One of 
these, for the period from the end of 
1948 to 1956 recorded an increase of 
approximately 20%, whereas the other 
indicates that it was nearly three times 
as great. Do you wonder that, with 
such divergence of opinion based on 
evident fact, the American Appraisal 
Company has refrained from publish- 
ing an index of general machinery price 
trends? We do not believe there is one 
worthy of the cost of producing it! 


COMPARING COMPANY EXPERIENCES 


During the many years in which I 
have observed the progress of success- 
ful corporations whose equities are 
available for purchase on the New 
York Stock Exchange, those which have 
offered the greatest appeal to me are 
those which require the greatest capital 
investment per dollar of sales, and 
those which derive the greatest margin 
of profit from each dollar of sale. 

As I suggested previously, a number 
of very large corporations in this 
country have, from year to year, tabu- 
lated in their annual reports amounts 
which they have actually spent on con- 
struction, the proportions of such ex- 
penditures offset by depreciation and 
depletion, the volumes of their sales 
annually and the net earnings before 
and/or after tax. Companies which 
have tabulated such figures are, un- 
fortunately, so very, very huge that 
their figures greatly overshadow those 
of any of the companies represented by 
those in an area such as Springfield, 
Massachusetts. I am satisfied, however, 
that the problems and experiences of 
companies in that area are in about the 
same proportion as the huge national 
corporations whose experience in total 
I shall now spend a few minutes 
analyzing. 

I must first of all, however, ask your 
indulgence for my using varying num- 


HOW MUCH DO FRINGE BENEFITS COST? 


Fringe benefits, which now include a great many items, 
are of substantial and growing consequence and may vary 
from 5 to 55 per cent of payroll costs. According to the 
U.S. Chamber of Commerce, the average payment for a 
group of 940 companies for fringe benefits was 19.2% of 
the 1953 payroll; this amounted to an average of 34.6 cents 
per payroll hour. For 130 identical companies, fringe pay- 
ments as a percentage of payroll increased from 15.2% in 
1947 to 20.2% in 1953. While it is normal for most man- 
agement executives to consider the extra cost of adding a 
$250-a-month employe as $250 a month, the actual cost 
probably runs to at least $300. A survey in the October 1957 
issue of Office Equipment and Methods indicates that coffee 
breaks alone, on the basis of 10 minutes’ working time for 
each break, may be costing management at least 25 million 
manhours a year. If the manhour be figured at a modest fig- 
ure of $1.00 an hour, this comes to $25 million for unpro- 


ductive time. 


bers of years for the corporations. It is 
not the result of selecting those years 
which are most interesting, but rather 
one of taking the greatest number of 
years, within 11, for which the figures 
that I desire have actually been pub- 
lished. First of all, I offer the case of 
the United States Steel Corporation. In 
the eight years ended December 31, 
1956, a total of $2,320,400,000 was 
expended on new plant facilities. Of this 
amount 71% was met by regular 
accumulations to the depreciation re- 
serve. The total of replacement expend- 
itures was equivalent to 8.4% of sales 
during the eight-year period. Union 
Carbide and Carbon Company, on the 
other hand, spent $1,195,400,000 during 
the 1l-year period ending 1956. Of 
this amount only 50.3% was accumu- 
lated through depreciation and deple- 
tion charges. The total was equivalent 
to 12.7% of sales for the period. 

For those who may wonder how so 
large a proportion of net sales could be 
plowed back into new plant expendi- 
tures, let it be noted that depreciation 
and depletion charges were the equiva- 
lent of 6.4% of sales, and that net after 
both depreciation and taxes was equiva- 
lent to another 12.2% of sales. 

This may serve as an example of 
what I meant by my preference for in- 
vestment purposes of a company which 
requires a proportionately high invest- 
ment in plant account per dollar of 
sales. Due largely to a matter of compe- 
tition, there is less risk of a breakdown 
in the pricing structure of one’s 
products, and a greater opportunity of 


realizing a higher rate of return on each 
dollar of sales. 

It is to be recognized that the largest 
steel-producing corporation in the world 
and one of the very largest chemical 
companies have both enjoyed the op- 
portunity of producing items of mer- 
chandise that did not exist, at least 
in any volume, before the end of 
World War II. Particularly with re- 
spect to chemicals, a very substantial 
proportion of total sales were of products 
developed since that time. It is no wonder, 
therefore, that management devoted so 
large a proportion of their sales dollar to 
investment facilities for producing the 
new items. 

In our New England industry, we 
have witnessed a tremendous growth in 
the production of .electronic apparatus 
particularly, and to a lesser degree of 
plastic molding and die castings. Gen- 
erally, it may be said that the invest- 
ment in fixed assets per dollar of sales 
in these industries, however, is only 
nominal as compared to the older New 
England industries. 

Aside from any consideration of the 
fact that so large a proportion of sales by 
electronics industry are based on the 
volume of government orders, the fact 
remains that per dollar of total sales, 
the net profit derived from such busi- 
ness is extremely low. 

In an attempt to narrow our con- 
sideration of depreciation problems to 
specific industries, I shall now review 
the results which have been divulged in 
certain annual reports. 

(Continued on page 604) 
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Inflation in Business 


Leonard Spacek 


HE COMMENTS in this paper on infla- 

tion will be restricted to the issues that 
are pertinent to the accounting profes- 
sion. I will not attempt to explain the 
causes of inflation, or to say how I think 
it could be stopped. All of us have our 
own ideas on these matters; and little 
would be accomplished by mere discus- 
sion. 

I do want to point out that we in the 
accounting field have been instrumental 
in grossly misleading ourselves and the 
public as to the income actually earned by 
the businesses on which we report. I am 
convinced that this has contributed greatly 
to the existence of the price inflation in 
our economic system today. You have 
heard and read much about this price in- 
flation. It is very complicated and in- 
volved. But I believe we could agree that, 
basically, the primary cause is an 
oversupply of money in relation to the 
supply of goods. We accountants have 
made reports to the public that over- 
stated the business profits in a true eco- 
nomic sense, and therefore overstated 
the supply of money made available in 
our economic system as a return, i.e., in- 
come from the goods we produced. To 
see how this has come about, we must 
analyze the effect of accounting reports in 
our economic system. 


WHAT IS THE PURPOSE OF 
ACCOUNTING STATEMENTS? 

The purpose of accounting statements 
is to inform interested people as to the 
amounts of profits or income earned by 
business enterprises after absorbing all 
applicable costs of production. Earning a 
profit is the process of obtaining more 
money from the sale of the goods pro- 
duced than was put into their production. 
Or putting it another way, it is the proc- 
essing of goods and application of labor 
so that the end product is worth more to 
the public than the ingredients and labor 
absorbed in the production. 

I used the term “interested people’ 
advisedly because the accounting reports 
made to the public are not only for the 
investors, but are also for other members 
of the public who use the reports for 
other purposes. When we make reports 
showing overstated profits, and these 
reports are used as the basis for deciding 
to spend more money for capital improve- 
ments and labor costs, we help, through 
this overstatement of profits, to create a 
state of nonexisting prosperity. Instead of 
our reports being informative, they are in 
fact often misleading, and they have in- 
fluenced people to do things they probably 
would not have done if the facts had 
been properly presented. 








LEONARD SPACEK joined the staff of Arthur Andersen & 
Co. in 1928, became a partner in 1940 and is now manag- 
ing partner of the firm, the home office of which is in 
Chicago, Illinois. For a number of years Mr. Spacek spe- 
cialized in utility regulatory problems and has testified 
in numerous rate-litigation cases before commissions and 
courts throughout the U.S. His earlier connection was the 
accounting department of lowa Electric Light & Power 
Company, Cedar Rapids, lowa. This talk was given before 
the Cincinnati Control of Controllers Institute of America. 
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Critical comments on 
certain accounting practices 
in reporting income 


That we have certified misleading state- 
ments may be bad, or even improper. But 
what is much worse is the damage done 
to business and to the economy by reli- 
ance on these misleading statements of 
business profits. How much damage has 
already been done, no one will ever 
know. That such reporting practices and 
the resulting bad effects cannot continue 
if truth is to be the basis of decision-mak- 
ing for the business world seems to be 
self-evident. 

There are those who believe that a little 
inflation is good for our economy. How 
much inflation is a “little” inflation? No 
one can say. It is like stating that it is 
good to speed your car once in a while 
just for the excitement. The difficulty, 
however, is that the time when the excite- 
ment seems most enjoyable is apt to be 
the very time of the accident that we were 
trying to agg The same danger ap- 
plies to inflation. 

Regardless of whether we believe in- 
flation is good or bad, the accountant is 
not justified in contributing to it by this 
practice of overstating business profits. 
The accounting profession has been guilty 
of tolerating this practice in its worst 
sense. I say ‘‘worst sense’’ because the ac- 
countants knew the practice existed. They 
knew from the everyday use of financial 
statements the deteriorating effect this 
practice was having on our economy. 
They observed it taking its toll in 1946 
and 1947, and the excuse then given for 
not taking action was that the profession 
was waiting for prices to stabilize. This 
was an illogical reason for not taking ac- 
tion. It could be compared to a fireman 
saying that he did not want to put out the 
fire until it began to burn evenly, after 
which he would proceed to extinguish it. 
The only time inflation ever stabilizes is 
when it has completely consumed the 
economy. 

Now, regardless of what has happened 
in the past or of the extent to which we 
have failed to recognize our responsibility 
as accountants, there is no excuse for not 
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recognizing it now. Even if the progress 
of inflation seems to be stabilized or 
stopped, erroneous accounting statements 
probably will be issued for years to come. 
This overstatement of business profits is 
caused by understating depreciation as a 
cost of operation. This understatement of 
depreciation results from the fact that 
the depreciation charged to operations is 
computed on the cost of the property in 
terms of the price level that prevailed 
when it was purchased, rather than the 
higher cost in terms of the current price 
level. In other words, it is caused by the 
shrinkage in the value of the dollar. The 
resulting overstatement of net income will 
continue in the future even though we 
have no further inflation. It will continue 
until a complete cycle in the life of the 
property in use has occurred; this is at 
least a generation away. 

We are now in a period in which 
ordinary replacements of property at to- 
day’s higher costs, assuming no change in 
productive capacity and no more inflation, 
will increase the depreciation charges, and 
thus will cause a decline in profits as we 
report them. These are the conditions 
which will prolong the depressive periods 
unless the accounting practice is changed 
at once. If the accounting is changed 
to immediately recognize the understate- 
ment of depreciation now being provided, 
it will permit cost reductions, efficiencies 
and increased productivity to reflect them- 
selves in future profits. However, if these 
benefits are offset by increasing deprecia- 
tion charges that were not recognized at 
the time they should have been, it will 
appear that no progress is being made 
when in fact the most important progress 
of all is occurring. Thus we find that our 
accounting practices not only exaggerated 
reported profits during periods of pros- 
perity, but what is still worse, they de- 
press the reported profits in periods of 
stability. 

I would like to emphasize the fact that 
overstatement of business profits in the 
accounting reports is not a theoretical 
problem. If it were, I would be the first 
to say that it should be ignored. If it is 
only statistics that we are talking about, 
then let’s forget it. However, this is not 
the case. From the income statements 
major decisions are being made—de- 
cisions that have a great effect on business 
enterprises and on our economy. Let me 
illustrate one of the most important 
results of overstating profits in our 
economy. 


FICTITIOUS PROFITS STIMULATE 
DEMAND FOR WAGE INCREASES 

It is well established in the minds of 
union officials that the profitability of 
any business is one of the most important 
factors for demanding wage increases. 
For a time this was opposed by industry ; 
but even the United States Supreme Court 
stated that this was a proper considera- 




















tion. Consequently, the ability to pay has 
become a very important factor in de- 
termining wage increases. 

Wage increases in turn are the greatest 
propellant of price increases and so-called 
inflation. This was clearly illustrated by 
recent labor union comments, particularly 
those of Walter Reuther, concerning the 
motor industry. He stated that automobile 
prices could be reduced even though 
wages were further increased, and that 
sufficient profit would be left for a fair 
return on the capital invested by the 
stockholders. In July, David McDonald, 
president of the United Steelworkers, 
stated that Big Steel could have absorbed 
the cost of the wage increases because it 
had the greatest net profit after taxes in 
the history of the corporation. 

In actual practice, as wages are in- 
creased because of the high profits re- 
ported, prices generally must be increased. 
This process creates further disparity be- 
tween the cost depreciation deducted in 
the income statements and the true 
economic depreciation. This again results 
in showing another increase in profits, 
assuming all other production factors re- 
main constant. In this way the erroneous 
accounting practice contributes substan- 
tially to the spiralling of prices. Compare 
this result, however, with what would be 
shown if depreciation were provided on a 
price-level Tease Assuming a _ general 
price-level rise as a result of wage in- 
creases, the effect on a particular company 
which increased wages and then raised 
prices to cover the wage increase (other 
factors remaining unchanged) would be 
to reduce profits because of the price-level 
depreciation charge that is also incurred. 
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This would be the factual result of such a 
wage increase rather than the theoretically 
unchanged profits now being reported un- 
der such conditions. A new name has 
been developed for this phenomenon of 
costs catching up with the economy—the 
“cost push.” However, we should call it 
recognition of a cost—the price-level de- 
preciation factor—that we always had but 
which we tried to make ourselves believe 
we did not have or that we could avoid 
recognizing. 

Assume, however, that we had cor- 
rected the depreciation charged against 
income in preparing the financial state- 
ments for the past in the reports to the 
public. A substantial portion of the re- 
ported profits never would have been 
shown and in many cases, no increase in 
profits would have been reflected from 
year to year, because the effect of the 
price-level rise in depreciation would 
have absorbed the apparent increase in 
profits caused by the higher sales prices or 
inflation. Thus, the rising profits reported 
—one of the major factors used by the 
labor unions to justify wage increases— 
would not have been available, because 
the increased profits shown actually did 
not exist. Proper reporting of business 
profits might well have been one of the 
greatest factors that could have con- 
tributed to the control of inflation. One 
can only guess as to the effect that proper 
reporting might have had in retarding the 
inflationary spiral, but rest assured that 
it would have been very substantial. 

A correction of the accounting for de- 
preciation now could help to prevent in- 

(Continued on page 580) 
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flation in the future, and could reduce 
the deflationary effect of the gradual 
recognition that otherwise would result if 
we enter a period of stabilized prices. 


EFFECT OF COST DEPRECIATION 
IN SUSTAINING MARGINAL 
CORPORATIONS 

If proper charges had been made 
against income to reflect current price- 
level depreciation instead of original-cost 
depreciation, many companies that have 
been reporting low or subnormal rates of 
income on capital would have shown no 
profits or income at all. If the deprecia- 
tion had been properly reflected, the re- 
ports of such companies would have indi- 
cated to the public long ago that these 
companies were merely returning the 
dollars of capital originally invested and 
at today’s price levels.- This would have 
stopped many acquisitions, expansion pro- 
grams, and construction projects which 
were undertaken in reliance upon these 
fictitious or overstated profits. 

Insofar as these marginal businesses are 
concerned, the damage done by the failure 
to recognize the ravaging effects of rising 
price levels on the depreciation charges 
will become evident as the life of the 
present property is exhausted and the 
property must be replaced at current price 
levels. When that time comes, it will be 
seen that the operations cannot support 
the capital investment that would be re- 
quired at the higher price levels. Thus 
many companies (a) will be forced out 
of business; (b) will continue operations 
only to the extent necessary to liquidate 
the capital then invested; or (c) will cut 
back the operations that can contribute no 
profit and in fact had been contributing 
no profit except the apparent profit caused 





income 


by understating depreciation. 

The damage to our economy through 
the reporting of erroneous profits for such 
businesses cannot be determined in retro- 
spect, but again it is substantial. The 
investment made in such enterprises is 
money down the drain. But more im- 
portant, the call or pressure on our 
economy by the demand for funds to 
make such investments contributed to the 
rise in the supply of money in relation 
to the supply of goods; thus it had the 
effect of increasing prices for the really 
productive parts of our economy. Time 
spent in liquidating such project is a loss 
to our economy, except insofar as the 
future benefits from their termination. 
Accountants know that while we can 
defer the day of reckoning for a while 
through erroneous reporting of costs, we 
cannot avoid that eventual day. The only 

uestion we can debate is whether we can 
Rew the day of reckoning to our succes- 
sors. But just as sure as death, it will 
come and for the same reason. 

The fact that overstatement of profits 
through understatement of depreciation 
has been significant cannot be denied, yet 
the accounting profession has chosen to 
ignore it. After all, accounting is only the 
road sign pointing the direction in which 
a business is going. Accounting reports 
are used mainly for decision-making. 
Wherever wrong accounting is applied, 
erroneous decisions or courses of action 
obviously will result. 


IS ADJUSTMENT FOR PRICE-LEVEL 
CHANGES THE READER’S 
RESPONSIBILITY? 

It is often said that recognition of the 
effect of the rising price level is the 
responsibility of the reader. But the idea 
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EXHIBIT | 
1955 1955 Reported 
reported real income 


income* overstated 











Building supply manufacturers $23,500,000 $16,000,000 1/3 
Chemical company 52,000,000 33,000,000 1/3 
Container manufacturers 36,000,000 24,500,000 1/3 
Rubber company 47,000,000 38,000,000 1/5 
Photographic manufacturers 86,000,000 69,000,000 1/5 
Food packaging 11,000,000 9,000,000 1/6 
* Adjusted to realistic depreciation provisions. 
es > es ° - e e e e e e . e e -_ * = e e e e 
EXHIBIT Il 
1955 1955 
price-earnings price-earnings Probable 
ratio based on ratio based on overpricing 
reported earnings real earnings of stock 

Building supply manufacturers 12 18 50% 
Chemical company 20 32 60 
Container manufacturers 14 21 50 
Rubber company 16 20 25 
Photographic manufacturers 18 22 20 
Food packaging 12 15 25 
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that the adjustment of the accounts for 
the changing price levels is the reader's 
responsibility is an unjustifiable defense 
of the public accountant. It does not re. 
lieve him of his responsibility. 

Absolute certainty is not a requirement 
for proper accounting. The exercise of 
judgment required in accounting when 
certainty is not available is the area where 
professional responsibility rests heaviest, 
To turn tail and run when professional 
responsibility requires the showing of the 
integrity that the profession claims to 
have, is to undermine the very foundation 
upon which the profession rests. Pro. 
fessional responsibility is indispensable, 

The problem of inflation is not new, 
It is well known, and it has been widely 
publicized. Its devastating effects are as 
drastic as war itself. Consequently, I at- 
tribute the accounting profession’s inac- 
tion to a lack of courage on the part of 
its leaders, and on the part of the large 
accounting firms which must take the 
responsibility for the quality of leadership 
the profession has had. 

In some comments I gave in March 
1956,* I made some calculations that | 
would like to repeat now. 

Consider the record, and place yourself 
in the hands of a jury sitting on a future 
case, weighing the evidence of misrepre- 
sentation of earnings in today’s reported 
statements of income of industrial com- 
panies with these facts before you 
(Exhibit 1). 

Consider the understatement of price- 
earnings ratios which are so important in 
appraising investment quality (Exhibit 
IL). 

The price-earnings ratio of the Dow- 
Jones industrial average was 19 in 1929, 
17.5 in 1937, 19.5 in 1939, 21 in 1946, 
10 in 1948, and 13.5 in 1955. Adjusting 
1955 reported earnings of the cases 
studied to reflect realistic depreciation 
charges to income, indicates true earnings- 
price ratios in the range of 17 to 22. This 
represents as high a degree of risk as- 
sumed by investors in these industrial 
common stocks as existed in the Dow- 
Jones industrial average prior to the 
market breaks in 1929, 1937, and 1946! 

If today’s high common stock prices 
are supported by dividend payments, it 
is only because capital is being cannibal- 
ized to pay those dividends. Consider 
these facts (Exhibit III). 

This places many industrial companies 
heavily in “debt” to the stock market, 
with earnings far into the future ‘“‘mort- 
gaged” to build book value up to the 
level of today’s market prices (Exhibit 
IV). 

These facts should not be new to you, 
to business leaders nor to independent 
public accountants who certify financial 
statements. Presumably, you have done 
your own research and I am sure you are 

* Before the Financial Analysts of Philadel- 
phia, Philadelphia, Pa., March 15, 1956. 
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aware of the work that has been done by 
many other people in industry as well as 
in service professions on the problem of 
inflated earnings statements. The diffi- 
culty is not in lack of information or 
misunderstanding of the problem that ex- 
ists. Rather, the difficulty is in the failure 
of those who are responsibly concerned to 
join together in agreement upon concerted 
action. 


IS OVERSTATEMENT OF 
INCOME UNDERSTOOD? 

We cannot expect people who are not 
versed in financial accounting procedures 
and reports to understand the effect of 
the price-level change on the depreciation 
and the income reported. It is not gen- 
erally understood that the depreciation 
charge, shown in the income statement as 
the depreciation expense for the current 
year, represents the amortization of the 
cost of the property acquired over a 
period of many years prior to date of the 
statements. And usually it is not under- 
stood that depreciation is the primary 
element in the income account that does 
not closely reflect the current price-level 
cost and that the price-level effect on 
depreciation is cumulative. Depreciation 
is practically the only cost of this nature 
in the income account. Individual readers 
of the statements could not possibly be 
expected to understand the extent of the 
error, even if they understood the book- 
keeping processes followed in arriving at 
the depreciation charge. 

On the other hand, government statisti- 
cal bureaus know full well that the price- 
level effect must be corrected in any sta- 
tistics that are to be meaningful. For 
instance, the President's economic report 
for 1957 showed the national income 
after taxes, and all the figures were con- 
verted to 1956 prices to make the com- 
parison. Any other comparison would be 
meaningless. Similarly, the Department of 
Commerce and the Department of Agri- 
culture make such corrections in order to 
measure the progress of our economy in 
terms of income. 


THE EFFECT OF TAXES 

In a small enterprise, where there are 
only a few investors owning the business, 
the question of whether or not deprecia- 
tion is adjusted for price-level changes is 
apt to be looked upon as an academic 
matter. Those few investors usually are 
close to the situation and they understand 
the hard economic effects, if not all of 
the reasons. But when the income account 
is utilized for general purposes or for 
information of labor unions, serious con- 
sequences may follow if the effect of 
price-level changes is ignored. And from 
the point of view of federal taxation of 
income, the failure to permit adjustment 
of the depreciation deduction for the 
change in price level results in charging 


business profits at tax rates that vary for 
each company. The effective tax rate is 
not the 52% generally considered to be 
the uniform tax rate. 

It would be much better, from the 
point of view of business enterprises, if 
the depreciation deductions were adjusted 
to current price levels, and the resulting 
income were then taxed at a uniform rate, 
even if the rate had to be higher than 
52%. Heaven forbid that the tax rate go 
any higher; although as a matter of fact, 
the effective rate actually is much higher 
than 52% now. If earnings are over- 
stated, say 25% over all, because de- 
preciation can be computed only on a cost 
basis, then on the average the effective 
tax rate is at least 65%, not 52%. For 
some companies it is much higher than 
that. The taxes paid under the present 
method of basing depreciation on cost 
result in the confiscation, through taxa- 
tion, of business capital. Our economy can- 
not long exist under such circumstances. 
If it were not for the increased produc- 
tivity of our economy, the spiralling of 
taxes would long ago have had the effect 
of bankrupting the nation. This does not 
change the fact, however, that these con- 
ditions can easily result in national bank- 
ruptcy, if they are not corrected. 


THE FALLACIOUS ARGUMENT 

You often hear the argument that pres- 
ent property is not as productive or 
efficient as new property would be, and 
therefore the depreciation should not be 
adjusted to the current price levels. This 
has no effect whatsoever on the problem 
involved. All that the price-level adjust- 
ment of depreciation does is to maintain 
the capital that was originally invested 





at its current price-level value. Instead of 
returning only the original number of 
dollars invested, it would return those 
dollars increased by the effect of the rise 
in price level. 

Obsolescence, if any exists, is a charge 
against profits. Therefore, if the adjust- 
ment of property cost to its current price 
level results in an amount that is higher 
than cost of replacement, this simply in- 
dicates an obsolescence loss in terms of 
the original investment that has to be 
absorbed bv the business before showing 
a profit. There is no justification for 
avoiding an obsolescence charge against 
profits by allowing it to be absorbed in 
the price-level erosion of capital. 

If the present property depreciation 
adjusted for price-level increases exceeds 
the replacement-cost depreciation, the ex- 
cess should be treated as a charge against - 
income, exactly as it would be if it were 
the excess of the cost over fair value of a 
plant built today. To the extent that this 
obsolescence by-passes the income account 
by nonrecognition of inflation, profits are 
overstated. To by-pass the income account 
would result in the same error as charging 
obsolescence of present property directly 
to surplus instead of to income. 

In this connection I believe it would 
be desirable to point out that, because of 
the productivity of labor and the improve- 
ment in the construction of machines 
which increases their efficiency, the ad- 
justment for the change in price level 
probably should be related to the Cost-of- 
Living Index rather than to the Construc- 
tion-Cost Index. While the Construction- 
Cost Index reflects the increased cost of 
construction on a straight price basis (that 


(Continued on page 597) 
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EXHIBIT Ill 
1955 Dividend payout 
dividend consistent with historical 


payout of reinvested earnings for 
real earnings growth and expansion 
Building supply manufacturers 85% 50% 
Chemical company 85 65 
Container manufacturers 85 60 
Rubber company 45 30 
Photographic manufacturers 60 50 
Food packaging 85 65 
e . _ _ o - . e e . e a a . e . . . ° 7 
EXHIBIT IV 
Number of 
years of 1955 
Current Current retained earnings 
book market to build book value 
value price to market price 
Building supply manufacturers $50 $ 95 15 years 
Chemical company 40 115 28 
Container manufacturers 30 45 14 
Rubber company 35 85 15 
Photographic manufacturers 30 80 23 
Food packaging 35 40 8 
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Cost Relationships— 
A Package Theory 


E. E. Rennhack 


— are the things we buy to make 
the things we sell. Costs are, there- 
fore, our business resources. If we do not 
use our business resources in the most 
economical fashion, we offer our com- 
petition an unnecessary advantage. By the 
same token, if we do not use the best 
tools at our command to control our 
costs, we take avoidable risks with the 
stockholders’ money. It is important, 
therefore, that we know with great inti- 
macy the things that we buy—and how 
they are used—and how they find their 
way into the things we sell. 

Much has been written in the literature 
of accounting about the behavior of costs, 
the allocation of costs and the reporting 
of costs, with particular emphasis upon 
the costs of manufacture. In the last few 
years, hardly an accounting journal ap- 
pears without an article on ‘Direct Cost- 
ing.” Little inquiry, however, seems to 
have been made into the reasons for these 
relationships between business costs and 
the factors by which they are created and 
controlled. The purpose of this article is 
to put a microscope over the building 
blocks which make up business costs and 
to examine the functional cost relation- 
ships under the following well-known 
classifications : 
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1. Degree of variability—considered 
as the relationship of business costs to the 
time over which they are consumed. 

2. Degree of controllability—considered 
as the relationship of business costs to 
people. 

3. Degree of directness—considered as 
the relationship of business costs to the 
products or services they create. 


A “PACKAGE THEORY” 


To understand the characteristics of 
costs, we should examine the cause of be- 
havior differences. These differences can 
be analyzed in terms of what might be 
called a “package theory.” To eliminate 
semantical differences, certain definitions 
should be established: 


1. Cost packages may be defined as the 
units in which goods and services (costs) 
are purchased. They may be a pound, 
piece or tank-car of materials; a man- 
hour, man-week, or man-year of labor; a 
KWH of electricity, or a ten-year con- 
tract for power; one piece of machinery, 
one building, or an entire plant. 

2. Cost items will be the term applied 
to groups of like or similar cost packages 
combined under one classification in the 
accounting. They may be classified ac- 
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An examination of functional 
cost relationships classified 
as to time, people and products 


cording to the nature of the expenditure 
into accounts such as materials, direct la- 
bor, power or depreciation. 

3. Cost units are useful combinations 
of whole or partial cost packages which 
parallel, in the accounting, the actual 
combinations of materials or services ap- 
plied in the process of manufacture, dis- 
tribution or rendering of services. Cost 
units may measure the cost of : 


a. Specific units, lots or classes of prod- 
uct. 

b. Specific operations or functions. 

c. Production at physical areas, such as 
machine centers, departments, branches or 
sales territories. 

d. Specific areas of authority. 


It will be seen that a cost package may 
range in size from one hour of direct la- 
bor which is consumed as it is purchased, 
to a building, the investment in which 
will only be utilized and recovered over a 
period of many years. 

The relationship of cost packages to 
cost items and cost units is illustrated in 
Figure 1. Note that small cost packages, 
such as direct materials and direct labor 
and incremental power costs are very 
small in relation to the cost items in 
which they are initially collected in the 
accounting, and smaller than the cost 
units in which they are finally used and 
to which they may be assigned in the ac- 
counting. Medium-sized cost packages, 
such as foremanship, are equal to, of 
smaller than, the corresponding cost items 
and larger than the cost units in which 
they are used. Large cost units, such as a 
building or a plant, are very large in re- 
lation to the corresponding cost items 
which measure their use, and extremely 
large in relation to the cost units to which 
they contribute. 

The proposition is here set forth that 
it is the size of the cost package in rela- 
tion to time, people, and the product or 
Services in which it is used that deter- 
mines its characteristics as variable or 
fixed, controllable or noncontrollable and 
direct or indirect. 
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RELATION OF COST 
PACKAGES TO TIME 

It is the size of the cost package as 
measured by the time over which it will 
be consumed that determines its degree 
of variability. See Figure 2. This is be- 
cause the degree of variability of cost is 
really a measure of the ability of manage- 
ment to make costs respond to changes in 
volume of use. This influence of time may 
be explained in terms of a lag between a 
change in activity and a corresponding 
change in the consumption of the cost 
packages. This lag is the time it takes to 
observe the change in activity, decide 
whether the change will be of short or 
long duration, make a change in plans 
and execute that change in plans. With 
respect to certain cost items, such as di- 
rect materials, the change in cost packages 
used adjusts itself automatically to changes 
in production activity. With respect to 
other cost items, such as buildings or ma- 
chinery, a change in the over-all combi- 
nation of cost packages used would in- 
volve changes in major policy and 
ptoductive capacity far out of proportion 
to the generally contemplated changes in 
activity. Changes in productive capacity 
involve much time in the execution be- 
cause of the time it takes to evaluate the 
need, plan, purchase and construct the 
facility, or, on the other hand, to sell an 
existing facility in an unfamiliar, de- 
pressed, or narrow market. 

Cost items which adjust themselves 
readily to changes in activity of their use 
we call variable costs. Cost items which 
are consumed largely by the passage of 
time and through the effects of obsoles- 
cence and the action of the elements we 
call fixed costs. Between these two ex- 
tremes are many cost items which are 
purchased in packages too large to re- 
spond immediately to activity changes, 
but are small enough to respond to 
changes within a reasonable time after 
they occur. These we call semivariable 
costs. Semivariable costs include such 
items as building maintenance, salaries of 
foremen, etc. 

It will be observed that any one cost 
item can be considered either variable or 
fixed, depending upon the length of time 
allowed for the consumption of cost pack- 
ages to respond to the output of cost 
units. Direct labor is conceivably a fixed 
cost over very short periods of time. De- 
preciation on fixed assets may be con- 
sidered a variable cost if periods of two 
to fifty years are allowed for the invest- 
ment in fixed assets to adjust itself to the 
requirements for their use. 

It will be observed also that the degree 
of variability of a cost item may be dif- 
ferent at different levels of operating ca- 
pacity. For example, many companies. as 
a matter of policy, maintain a corps of key 
employes, who may ke idle or nonproduc- 
tive at low points in the seasonal or busi- 
ness cycle. Though the accounting usually 








FIGURE 1 
Relationship of Cost Packages to Output 
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Illustration of Degree of Variability of Costs as a Function 
Over Which It Will Be Consumed 


of Size of Cost Package and Time 
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transfers the idle-time cost to an indirect 
labor classification, a peculiar situation 
arises when indirect labor increases as di- 
rect labor decreases, and the total cost of 
the labor packages involved is neverthe- 
less fixed. 

It, therefore, follows that any one cost 
package (or collection of cost packages 
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into 
called a cost item) has certain character- 
istics of variability which, in a given com- 
pany and its given policies, follow a defi- 
nite pattern which is valid and may be 
plotted. This pattern, however, is not 
two-dimensional but three-dimensional as 


an accounting classification here 
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1. Total cost (usually plotted along 
the vertical axis). 

2. Production volume (usually plotted 
along the horizontal axis). 

3. Time allowed for response of total 
cost to changes in production volume (al- 
most always assumed as constant without 
stating what the constant is). 


In an analysis of any one cost package 
or cost item this three-dimensional rela- 
tionship must be considered. Since this 
three-dimensional relationship is different 
for each cost package or cost item, and is 
dependent to some degree upon manage- 
ment policy, it should not be obscured by 
accounting classifications as fixed, variable 
or semivariable, which classifications as- 
sume only the two dimensions of total 
cost and production volume. It is only i 
comparisons of the many cost items with 
each other that one of these variables may 
be held constant in order for such com- 
parisons to be simple and direct. Ac- 
counting definitions of costs into variable, 
fixed and semivariable classifications, 
therefore, assume a constant variable of 
the “time for cost response.’’ The period 
of time that has been assumed, or should 
be adopted, could be debated at length. 
The following definition which recog- 
nizes the three-dimensional relationship 
is suggested : 

The degree of variability of any cost 
item is a measure of management’s ability 
to control the consumption of the cost 
packages involved in relation to changes 
in the rate of production of cost units in 
which such cost packages are used. 

A high degree of variability exists if 
the consumption of cost packages may be 
made to respond to changes in the rate of 
production of cost units within periods of 
time much shorter than one year. 

A low degree of variability exists if the 
consumption of cost packages may be 
made to respond to changes in the rate of 
production of cost units only over many 
years or by major changes in long-range 
policies. 

A median degree of variability exists if 
the consumption of one or more cost 
packages can be adjusted to changes in 
the rate of production of cost units in 
which they are used within a period of 
one year. 


COST PACKAGES AND PEOPLE 

In the previous section it was stated 
that the degree of variability of a cost 
item is in reality a classification or meas- 
urement of management’s ability to con- 
trol the consumption of cost packages. A 
determination of controllability, however, 
immediately brings to the front another 
factor: “Who is to do the controlling?” 
The controllability of any cost package or 


FIGURE 3 


Illustration of Controllability of Costs as a Function 
of Degree of Variability and Management Echelon 
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cost item is therefore determined by ask- 
ing the following questions: 


1. How long a time is required to 
make the consumption of cost packages 
respond to management decision (i.e., 
the degree of variability of the cost pack- 
age) ? 

2. Which echelon of management 
(who) has the responsibility and author- 
ity to make the required decision ? 


Controllability is, therefore, a function 
of management echelon and degree of 
variability. This is illustrated graphically 
in Figure 3. Note that the variable costs 
are generally subject to the control of all 
management echelons, whereas the fixed 
costs are subject to the control of only the 
highest management echelons. Direct ma- 
terials, direct labor and manufacturing 
supplies, for example, are controllable by 
departmental foremen and thus by all 
management echelons above the depart- 
mental foremen. Executive salaries, pur- 
chases and sales of land and buildings, and 
the. hypothecation of company assets is 
subject to control only by the board of 
directors. 


RELATIONSHIP OF COST PACKAGES 
TO PRODUCT OR SERVICES 
IN WHICH USED 

Cost packages are purchased and con- 
sumed for the purpose of producing a 
product or rendering a service. Using the 
terminology of this article, we may say 
that cost packages are purchased to pro- 
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duce cost units—or ; to produce cost units, 
it is necessary to purchase and consume 
cost packages. Remember that a cost unit 
may be:1 


1. Specific units, lots or classes of 
product. 

2. Specific operations or functions. 

3. Production at physical areas, such 
as machine centers, departments, branches 
or sales territories. 

4. Specific areas of authority. 


The objectives of cost accounting have 
been stated :* 


1. To accumulate costs necessary to the 
preparation of general financial state- 
ments. 

2. To provide various levels of man- 
agement with cost data necessary to the 
control of cost. 

3. To provide management with cost 
information necessary to business deci- 
sions and related policy. 


The methodology of cost accounting 
may be simply stated: 


To allocate cost packages to cost units. 


This means that the starting point in 
any cost analysis is the positive identifica- 
tion of the cost units upon which infor- 
mation must be gathered for a particular 
purpose. A problem exists; the cost units 
involved are identified; the applicable 
cost packages are applied against the cost 
units. (Continued on page 610) 





* See page 582, column 3. 

* George W. Lafferty, et al., “Report of the 
Committee on Cost Concepts and Standards,” 
The Accounting Review, April 1952. 
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Hunting the Controller 


W. M. V. Ash 


In a recent address before the Toronto Control of Con- 


trollers Institute of America, Mr. Ash, 


president of Shell 


Oil Company of Canada, Limited, presented his observa- 
tions on the role of the corporate controller. The following 
text constitutes a representative cross section of his talk. 


Y TITLE was frankly chosen in the 
M hopes of intriguing you. I thought 
of ‘What a Chief Executive Expects of a 
Controller” but this seemed pretty dry. I 
then thought of ‘Finding a Controller’ 
and this led me to ‘Hunting the Con- 
troller.” 

It also helps me to use a story to illus- 
trate different ideas of what constitutes a 
good controller. If a Scot, for instance, 
were writing a text book on the subject, 
he might entitle it “The Controller and 
the Expense Account.’ The Frenchman 
might take the subject ‘The Love Life of 
the Controller.” The Englishman would 
choose “Controllers I Have Hunted.” 

Possibly some of these approaches 
would be more interesting to you than 
mine. The theme J want to develop is 
that the controller must be a manager in 
the broadest sense of the word—a man 
and a manager if you like to put it that 
way. John Stuart Mill said, “Men are men 
before they are lawyers or physicians; and 
if you make them capable and sensible 
men they will make themselves capable 
and sensible lawyers or physicians.’’ He 
might well have added controllers to the 
other professions. 

So my first and most important point is 
that the best controller is a man and a 
manager first. Borrowing from Professor 
Bladen at the University of Toronto in 
another context, he is a mature individual 
who has developed not only his intellec- 
tual capacity but also his imagination and 
his sense of value rather than an individ- 
ual who happens to have acquired a pro- 
fessional degree and who may or may not 
have acquired in the process a full educa- 
tion. 

What is a manager? A famous general 
once said the job of a commander could 
be described as planning, making de- 
cisions, assigning responsibility and super- 
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vising. He went on to say that a general 
must know his officers’ characteristics— 
who must be slowed down, who must be 
urged forward, who can be trusted on his 
own and who must be watched. 

It’s a pretty good description of a 
manager, isn’t it? A text book on manage- 
ment—Newman’s ‘Administrative Ac- 
tion” *—says a manager plans, organizes, 
motivates, coordinates and controls. 

You, as controllers, will do all these 
things within your own field. Top man- 
agement in its field is performing the 
same functions. Controllers are an extra 
set of eyes and ears for top management. 
Traditionally emphasis is placed on your 
role in the last of the above-mentioned 
functions—that of controls in the sense of 
checks or restraints. I believe more em- 
phasis should be placed in a broader field. 
Let me tell you a story to illustrate it. 
Twice a year I lead a discussion group for 
half a day in a management course at 
Arden House attached to Columbia Uni- 
versity. I’ve accused the boys of sitting up 
nights thinking up embarrassing questions 
for the lecturer. One was: “Mr. Ash, you 
are a president. What is the most difficult 
job you have to do?” The best I could do 
to field that one was—'‘I don’t know 
what is the most difficult thing but I 
know what takes up the most time— 
people.” 

The question took me by surprise and 
I gave the immediate answer that came to 
mind. On reflection I would still make the 
same answer. A tremendous lot of a chief 
executive's time is spent on matters such 
as appointments, promotions, labour rela- 
tions and other questions having to do 

* Originally published by Prentice-Hall, 
Inc., New York. A digest of the book is avail- 
able for $1.00 from Controllership Foundation, 
Inc., Two Park Avenue, New York 16, N. Y. 
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with people. However, a very close rival 
to the personnel officer, in taking the time 
of the president, at least as far as I am 
concerned, is the controller. 

His most obvious line, of course, is 
that of history—the over-all financial te- 
sults, cost figures, sales figures, budget 
control, even expense accounts! Less ob- 
vious is the line of the future, but more 
and more are we seeing the controller as 
the coordinator and spearhead of what we 
call our Planning Group. He is respon- 
sible for getting from the sales people 
their projections of our forward market- 
ing picture, collating these with our re- 
fining and transportation plans and look- 
ing at the whole through the magnifying 
glass of our income, costs, cash flow and 
other financial data. It is his responsibility 
to see that these several figures are regu- 
larly assembled and presented to the 
Planning Group over which the president 
presides. 

A word about our philosophy of plan- 
ning. Our planning is done on what the 
experts call a revolving system—really 
three plans in one. First we have a ten- 
year-forward estimate, drawn with broad 
strokes, which gives us some idea of the 
timing of our major moves, particularly in 
financial terms and in what I might call— 
emphasis. For instance, in this ten-year 
forecast we may see with some approxima- 
tion where will fall a major move into a 
certain field of chemistry—a matter of 
emphasis versus other activities. We hope 
at least to see the order of magnitude of 
the problems to be expected over the ten- 
year period. 

Then we have a three-year estimate 
which is really looking through the ten- 
year telescope with a_three-times-finer 
lens. This is still not a budget but is just 
preparatory to it. Based on our three-yeat 
forecast, for instance, we may buy land 
for a chemical plant or a refinery this year 
which we may not build till 1960. 
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Finally we have our annual budget of 
the capital program for the ensuing year. 
This is the distillation of the ten-and 
three-year forecasts—a one-year plan of 
what we can do and are justified in doing 
now. The essence of all is they’re revised 
every year. Each year a new budget for 
the following year is made, the three-year 
forecast is revised, a year is added—and 
the same for the ten-year forecast. Hence 
the expression—"‘a revolving plan.” 

In all this, the role of the controller is 
a key one. You can imagine therefore 
such a man is most certainly a real man- 
ager in the sense of my opening remarks. 
He must be familiar with all sides of the 
business; he must get along with people; 
and he must have a strong analytical 
faculty in presenting the facts and figures 
which he collects. Here we are talking in 
terms not of bookkeeping in the classical 
sense but of what I call ‘meaningful 
figures” or better still “meaningful re- 
ports.” 

So when I said the controller is an 
extra set of eyes and ears for top manage- 
ment, you will agree that very special 
eyes and ears are needed, at least very 
acute ones. 

Certainly he is called upon to deliver 
something over and beyond the normal 
line of professional aptitude as an ac- 
countant. He must have first-class train- 
ing. But he must have more. To become 
real managers you will be called upon to 
produce these special aptitudes; many of 
you have already produced them. The 
true manager in your field must be pro- 
fessionally first class. By this I mean he 
must possess more than simply the techni- 
cal qualification that gives him the right 
to place certain letters after his name. 

Stephen Leacock many years ago, ad- 
dressing a meeting of business men in 
Montreal, said: ‘Education is a peculiar 
process. You aim at one thing and you 
hit another. You set out to look for ulti- 


mate truth and you don’t find it but in- 
cidentally you have acquired a cultivated 
mind. You pursue studies that you think 
will be of use in your business. They are 
not. But by the time you are done with 
them you yourself are a better man for 
your business or for any other business.” 

I think if Stephen Leacock were hunt- 
ing for a controller he would agree that 
over and above the normal line of pro- 
fessional ability, he must have a critical 
and an analytical faculty, a capacity for 
taking pains, a gift for the presentation 
of what I have called “meaningful figures 
and reports,” a “divine discontent’ and a 
talent for seeing ahead—an extra set of 
eyes and ears for top management. 

He should have another talent—she 
capacity to pick the right men. This is 
almost the most important talent he must 
have. Not quite—the most important 
comes last. But if he can pick good men 
he’s a long way on the road to being a 
real manager. A jocular definition of an 
executive is—'‘A hook an’ eye man.” A 
man who is always saying—'Who can I 
get to do this, who can I get to do that!”’ 
But like most quips of this sort, it has a 
serious note. We all can think of men 
who apparently had all the talents but 
were ruined by a weakness for picking the 
wrong associates. 

Napoleon said he would rather have a 
lucky general than a clever one. Would 
you rather have a magna cum laude at 
his college or a judge of human nature ? 
The capacity to pick men is important 
indeed. It brings us to the last aspect of 
that controller for whom we are hunting. 
The real manager—is he human? 

We have seen three sides of him. The 
fourth is one without which he will never 
attain that indefinable “‘character-in-the- 
large’ which is the essence of the true 
manager. I call this the humanities of his 
makeup. Here is a closing list. Check 
yourself against it. 


People are the most important—men before manuals. 


Executive means you. 


The function of an executive is to plan, make decisions, 
assign responsibilities, supervise. 
Do these things and the respect of your people will 


follow: 


Encourage youth. 


Praise before others—criticize in private. 


Talk over performance. 


Face and deal with incompetence. 
Delegate does not mean abdicate. It means: 


Set high standards—for yourself first. 


Give responsibility. 
Exact accountability. 
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MINNESOTA MINING & MANUFACTURING 
executives discuss Management Planning at 
3M Company. Seated (left to right) are 
George Wachholz, controller; Herbert P. 
Buetow, president; |. R. Hansen, treasurer; 
and G. H. Halpin, vice chairman of the 
Executive Committee. Standing at the po- 
dium to the rear of Mr. Halpin is R. B. 
Gookin, comptroller, H. J. Heinz Company, 
Pittsburgh, who was the session chairman. 


Management Planning and Business Outlook 
Discussed at CIA Greenbrier Conference 


HE CONTROLLER'S MANY-SIDED CON- 

TRIBUTION to corporate effectiveness 
and profit in today’s economy was the 
“common denominator’ of speeches and 
discussions at the 26th Annual National 
Conference of Controllers Institute of 
America, sponsored by the Cleveland 
Control. Held November 1-4 in the 
Greenbrier, White Sulphur Springs, W. 
Va., the general sessions and industry 
conferences enlarged and sharpened the 
concept of controllership as a forward- 
looking, stabilizing influence which will 
keep American business ‘looking up’ for 
years to come. 


JAMES M. DAWSON: 


The challenge and opportunities for 
corporate enterprise were defined in the 
opening address. James M. Dawson, vice 
president and economist, the National 
City Bank of Cleveland, Cleveland, Ohio, 
weighed the favorable and unfavorable 
prospects for 1958, saying ‘In the months 
to come, with the economy barely holding 
its own, it will frequently seem that we are 
on the brink of an old-fashioned business 
recession. But the odds are against such a 
setback developing. For 1958, the odds 
favor an over-all volume of business 
about equal to that of 1957. 

“Turning to the longer-term outlook, 
we must recall that short-term shifts in 
the economy have always given way to 
the underlying growth trend. History 
indicates that ten years from now the 
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physical volume of business activity will 
be 40 per cent higher than it is today, and 
in 20 years the output of the economy 
will double. — and perhaps because 
of, perennial and perpetual worries about 
a profit squeeze, American management 
will succeed in achieving comparable 
gains in business earnings.” 


3M COMPANY—MESSRS. BUETOW, 
HALPIN, HANSEN, WACHHOLZ 

One tool that will make this outcome 
possible, another general session brought 
out, is management planning and control. 
Led by H. P. Buetow, president, Minne- 
sota Mining and Manufacturing Com- 
pany, St. Paul, Minn., three officials of 
that company presented a morning-long 
appraisal of the methods which have 
brought 3M Company from 5,000 em- 
ployes and $50 million sales in 1944 to 
24,000 employes and $375 million sales 
in 1957. 

In his introductory remarks, Mr. Bue- 
tow stressed the part which five-year fore- 
casts have played in helping the company 
grow to its present 30-division stage. Be- 
cause these divisions, he said, ‘‘are like 
30 separate kingdoms with as many 
different languages, it takes a little doing 
to provide over-all control from a profit 
standpoint. As a result, our planning and 
control program is based primarily on 
profit objectives established for each of 
our divisions. Because our whole concept 
of control is built around profit, the 
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accounting function is directly related to 
the operations of these divisions and is 
responsible for evaluating their results.” 

G. H. Halpin, vice chairman of the 
executive committee, who followed Mr. 
Buetow, documented his reasons for ex- 
pecting Gross National Product to reach 
$460 billion in 1960, $485 billion by 
1965 and $550 billion by 1970. “I confi- 
dently believe,’ he told those present, 
“that you can make definite plans that 
your business will show a 33.3 per cent 
to 35 per cent increase over the next 25 
years with no allowance for plus energy 
and effort to make it greater. 

“For our own 3M Company, we are 
setting our sights considerably higher. 
Our reasoning is that while the GNP has 
approximately doubled in the past ten 
years, our sales in 1957 will be fully five 
times what they were in 1946. One key 
to our more than average success lies in 
our spending for research and new 
product development. For the past 25 
years we have appropriated from 3 to 4.5 
per cent of our annual sales dollars for 
developing new products. This year of 
1957 we will be spending over $16 
million in this effort. Also important are 
acquisitions of businesses which fit into 
our operations. The third most important 
factor is our rapidly expanding foreign 
operations, which account for nearly 50 
per cent of our growth over the past ten 
years.” 

How 3M Company conducts financial 
planning was explained by I. R. Hansen, 
treasurer. “The first requirement for 
financing from within,” he observed, “‘is 
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the maintenance of adequate profit levels. 
Internal financing also places considerable 
importance on the effective utilization of 
working capital, that is, the speeding up 
of cash flow. Every cash account must be 
reviewed to insure not only that it is ade- 
quate, but also that it is not in excess of 
the amount needed. Every ‘type of re- 
ceivable should be continually reviewed 
to see that collection is being achieved 
within the company’s credit policy limi- 
tations. The credit policies themselves 
must be carefully thought out, with cash 
flow as one of the factors to be con- 
sidered. The adequacy of inventories must 
be continually reviewed. 

“Real success in financial planning 
must be based on effective communication 
of objectives to the entire organization, 
so that the greatest number of people will 
be alert to finding the many possible 
methods of achieving those objectives. 
This is nowhere more evident than in the 
area of capital expenditures. The latter 
are reflected in operating statements only 
over a long period of time. Thus, plan- 
ning or lack of planning is not imme- 
diately evident. 

“The cornerstone of our structure of 
controls, procedures and reports in the 
field of fixed assets is a policy statement 
forming one chapter in our Management 
Guide. It clearly answers the organiza- 
tion and responsibility questions relating 
to our plant, property and equipment. It 
explains why and in what areas the legal, 
traffic, tax and other departments must be 
consulted. It covers in broad terms the 
reporting and control responsibilities of 
each group. 

“The real contribution that financial 
planners can make to a company is not 
the rare and long-lasting decisions of 
financing through debt, equity or retained 
earnings—but rather the ordinary, every- 
day planning of the best utilization of the 
funds available.” 

Closing the presentation, G. J. Wach- 
holz, controller of the company, spoke on 
“Administering and Controlling Planned 
Programs.” Basically, he pointed out, the 
controller's group at 3M Company at- 
tempts to provide a service and informa- 
tion before the fact, rather than issue 
critical reports after the fact. “This must 
all be accomplished,” he said, “without 
taking initiative away from divisional 
management personnel. Any program, to 
be effective, must be a living, dynamic 
program. It must be lived daily, through- 
out the organization. The controller's 
group, through its daily contacts with 
operating personnel, is in a unique posi- 
tion to play an important part in promot- 
ing the program. 

“Someone said, ‘Nothing happens until 
something is sold.’ That something, in 
this case, is your planning and control 
program. Unless your organization is con- 
vinced that you have a sound program 
with practical objectives, chances are you 





are not going to realize those objectives. 

“Our planning and control program is 
relatively simple. It consists of profit 
targets to establish our objectives; the 
current year forecast, which is our plan 
of operations, and our ‘Programs for 
Profit,’ to attain the forecast results and 
the target objectives. Any program, al- 
though it may be relatively simple, re- 
quires the constant daily effort of every- 
one in the organization to successfully 
carry it out and attain its objectives.” 

In order to measure performance 
against planning, Mr. Wachholz ex- 
plained, the controller's group prepares 
monthly profit-and-loss statements which, 
together with an analysis, are presented at 
division management committee meetings. 
Quarterly, a comparative statement and 
analysis, in more detailed form, is pre- 
sented to division management, and 
copies are supplied to the members of the 
Company Management Committee, with 
appropriate comments and recommenda- 
tions by the controller. 

“Semiannually,” he added, “we hold 
an Executive Conference which is at- 
tended by our staff officers and all general 
managers of divisions within the com- 
pany. The comparative statements of ac- 
tual versus forecast are generally pre- 
sented to the groups at this meeting, on 
an over-all company basis. The details to 
support this presentation are dependent 
on the situation at the particular time.” 


RICHARD E. LIMING: 

Advice on ‘Managing Operations 
through Reports and Controls’’ was given 
by Richard E. Liming, director of man- 
agement reports, Nationwide Mutual In- 
surance Companies, Columbus, Ohio, at 
the Fire and Casualty Insurance Industry 
Conference, one of 15 such group meet- 


CONFERENCE EXECUTIVE COMMITTEE 
plans day’s activities at the Conference. 
Seated (left to right) George S Warner, 
Ladies Hospitality chairman; Roger F. 
Brown, Arrangements chairman; Ralph F. 
Smith, Conference vice chairman; Wil- 
liam A. Crichley, Conference general 
chairman; Harold E. Randall, Industry 
Conference chairman; James E. Spaude, 
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ings at the Greenbrier. “It is wiser report 
design,” he said, “to provide adequate 
quality of information on fewer controls 
than to skimp on the reference informa- 
tion in order to present a vast number of 
control items. The superficial treatment 
the latter entails is a major reason for 
the common complaint of management 
that they do not feel well informed, yet 
are swamped by myriads of reports. 

“The idea of designing a systematic 
control structure cannot be emphasized 
too strongly. When we lose sight of the 
interrelationship of controls, we find our- 
selves with multiple sets of almost, but 
not quite, identical data, and with con- 
trols which cannot be cross-compared be- 
cause of differences in breakdown.” 

The speaker named the following fac- 
tors as being crucial in building a report- - 
ing system: (1) The establishment of 
statistical controls which best measure 
over-all performance; (2) the logical 
analysis of major contributing factors; 
(3) the development of statistical treat- 
ments to put control data in most directly 
‘aketpectala form; (4) development of 
graphic and other techniques of report 
presentation; (5) interpretive evaluation 
of results, with full awareness of the lim- 
itations and behavior of the data and sta- 
tistics used, and (6) continuous evalua- 
tions of the reports and control system 
itself, to insure maximum effective com- 
munication for use in managing. 


O. R. EGAN: 

A paper on “The Controller's Role in 
Long-Term Planning’’ was presented at 
the Metals Manufacturing Industry Con- 
ference by O. R. Egan, comptroller, In- 
land Steel Company, Chicago, Ill. He 
pointed out that the duties the controller 


(Continued on page 598) 





Conference secretary; Russell J. Van 
Dame, Registration chairman; and Har- 
old L. Hale, Housing chairman. 

Standing (left to right) Norman F. Leu- 
kens, Publicity chairman; P. G. McAus- 
land, Reception chairman; Harold B. Law- 
son, Program chairman; Llewelyn Reese, 
Speakers Hospitality chairman; and Ben 
Makela, CIA headquarters representative. 
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Public Employment 


In 1956, there were 7.7 million civilian public employes, 
an increase of 1.7 million over the 1946 total. The term 
“public employe” includes all paid officials and civilian 
employes of federal, state, and local government units, 
except school board members. The 2.3 million public 
employes concerned with education and the 1.2 million 
engaged in national defense work accounted for about 45% 
of all governmental personnel in 1956. 


The Importance of Sales Taxes 

Sales tax collections outdistanced all other single sources 
of tax revenue in 27 states during the 1957 fiscal year, ac- 
cording tos Commerce Clearing House. Income taxes were 
the major revenue producer in 12 states, compared with 
ten in the previous year, and the gasoline tax was the big- 
gest single revenue source in only seven states, compared 
with 14 in fiscal 1955. 


Research Costs 

Lawyers’ fees spent by a company in processing an ap- 
plication for a patent now may be counted as part of its 
research in experimental expenditures, according to Treas- 
ury regulations. Earlier proposed regulations had specifi- 
cally excluded attorneys’ fees. 


Government Patent Rights 

A decision of the Comptroller General of the United 
States holds that the Military Services have authority to 
acquire patent rights, etc., and to enter into agreements 
which would provide for the settlement of all claims 
against the United States arising out of alleged infringe- 
ments. 


Pensions To Be Studied 

The Secretary of Health, Education and Welfare an- 
nounced the appointment of a 12-man advisory committee 
to review the long-range financial position of the Social 
Security system. 


Stockpiling Study 

The Defense Mobilizer has formed a citizens’ advisory 
committee to study stockpiling policies. It is believed that 
the administration would like to scale down purchases and 
dispose of some of the items now in stock. 
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Depreciation Change Regulations 

In the case of new or used property acquired prior to 
January 1, 1954, and used property acquired after Decem- 
ber 31, 1953, a change from the declining-balance to the 
straight-line method of computing depreciation is not per- 
missible without the consent of the Commissioner. 


Tax Court Rulings 

The Federal Tax Court has ruled that a man whose legs 
are paralyzed by poliomyelitis may not deduct from his 
income the expenses of a specially designed car. The case 
involves a man who deducted $1,800 for auto expenses in 
1953 and 1954, contending that the special car was essen- 
tial to the production of his income. The court held, how- 
ever, that the expenses were nothing more than commuter’s 
expenses. 


Charity Ads 


The cost of advertising space donated by newspapers to 
charitable organizations is not deductible as a gift according 
to IRS. The Service claims that a newspaper which gratui- 
tously publishes advertisements for charitable organizations 
is not donating property but ‘‘merely rendering a service.” 


Pension Plan Approvals 

An employes’ pension plan made retroactively effective 
will not qualify for exemption under section 401 of the 
1954 Code, where the actuarial computations regarding its 
funding are made concerning only those employes actually 
employed at the date of establishment of the plan. 


Foreign Tax Credits 

The foreign tax credit provided by section 901 of the 
1954 Code is allowable with respect to only that portion of 
amounts of income tax withheld by the foreign country 
which represents a legal and actual tax liability. 


National Income 

For the first half of 1957 national income was at an 
annual rate of about $357 billion, up 514% from the same 
period of 1956. Since the fall of 1954, national income has 
continued an unbroken succession of quarterly increases. 
The increase in total national income from 1956 to the first 
part of 1957 had been widely distributed among the broad 
industry divisions but of the major types of income, 
corporate profits have not advanced despite expanding sales. 


The Expanding Government 

Mitchel Air Force Base on Long Island has the first fully 
accredited residence college on a U. S. military installation. 
The college, which is part of Long Island University, is 
open to members of the armed forces on active duty and 
their dependents, civilian employes of the air force, active 
participants in the Air Force Reserve program, and veterans 
eligible under the GI Bill. The government pays about two 
thirds of the tuition of members of the armed forces on 
active duty. —BEN JAMIN R. MAKELA 
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KEEPS TRACK OF MILLIONS DAILY 


NEW YORK, N. Y. 

The operations of hundreds of clerks in Merrill Lynch, 
Pierce, Fenner and Beane’s 116 offices are backed up by 
Recordak Microfilming in the Home Office cashier’s department. 

Outgoing stock and bond certificates worth millions—along 
with the related charge-out orders—are whisked through a 
Recordak Microfilmer before being forwarded to customers 
and other brokers. (Hundreds of front-and-back pictures are 
made in a minute. Films are developed by local Recordak 
Processing Station . . . are ready for use the next morning.) 

Thus, should a “‘common”’ stock certificate ever be charged 
out as “preferred,” the error can be spotted in a Recordak Film 
Reader in minutes—saving days or weeks of tracing, and 
sparing customers considerable inconvenience. 





TAKES THE PRESS OUT OF PAPERWORK 


ROCHESTER, N. Y. 

Lilac Laundry and Dry Cleaning saves more than $5,000 per 
year by microfilming the tickets made out each day by its 16 
drivers and clerks in 5 stores. 

These pictures replace a ledger record—with a 5-part 
written description of each ticket—that took all day to com- 
pile. Takes about 15 minutes now to make a photographically 
accurate record of all tickets in route and store sequence. 

Lilac also did away with carbon copies by microfilming its 
charge account statements. Saves on accounts receivable 
insurance, too. 
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Short cuts with Recordak Microfilming 


Latest reports on how this low-cost photographic process is simplifying routines 
for more than 100 different types of business . . 


. thousands of concerns 





TURNS MILKMAN’S RECORDS INTO BILLS 


McKEESPORT, PA. 

The Menzie Dairy cuts billing costs in half by microfilming 
its drivers’ route sheets and sending them out to customers 
as their monthly bills. 

This eliminates days of tedious billing and the need for 
costly posting machines and files. And it gives the customer 
the actual record which the milkman compiled from day to 
day, all but ending questions about charges. 

The Menzie Dairy uses a Recordak Reliant Microfilmer 
(illust. below) which takes pictures of 40 route sheets for one 
cent ...and has a unique high-speed automatic feeder that 
prevents “double feeding.” 

Note: Recordak has a complete line of microfilmers to 
match all needs—priced as low as $550. Low rental plan, too. 


VALUABLE 
FREE BOOKLET 
It’ll pay you to read 
“Short Cuts that Save 
Millions.”’Chances are 
Recordak Microfilm- 
ing is now simplifying 
routines just like 
yours! Inquiries are 
invited—no obligation 

whatsoever! 


Price quoted subject 
to change without notice 


=RECORDEK 


(Subsidiary of Eastman Kodak Company) 


originator of modern microfilming— 
and its application to business 


eeceeeeeeecese MAIL COUPON TODAY ry, 














« 

RECORDAK CORPORATION 
415 Madison Avenue, New York 17, N. Y. Y-12 . 
Please send free copy of “Short Cuts that Save Millions.” ; 

ee 
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Whole-Dollar Accounting Studied 


The advantages and limitations of whole-dollar accounting 
are listed, in summary form, in a new study released by Con- 
trollership Foundation, research arm of Controllers Institute. 

According to the Foundation study, the principal benefits 
derived from whole-dollar accounting are: 


— 


. Reduction in physical work—in the motion-time sense— 
required for 


a. Recording and posting to accounts. 

b. Transcribing, computing and totaling, analyzing and 
tabulating accounting data. 

c. Balancing and closing the books. 


nN 


Increased productivity of accounting and related operations 
reflected in one or more of the following ways: 


a. Increased output per employe-time unit. 

b. Improved quality of output. 

c. Actual reduction in clerical costs. 
In other words, increased productivity is manifested in 
a reduction in the staff needed to do the same job, by 
an increased volume of work done by the same number 
of people; also in the form of higher quality, more 
accurate work. 


3. Reduction in incidence of errors, and when an error is 
made, greater facility in locating, identifying and correct- 
ing it. All companies having had “‘normal-run” experience 
with whole-dollar accounting report this as a significant 
gain. 

Statement and report preparation time is reduced as a re- 
sult of the compounding effect of the preceding factors. 
This means that management gets statements and reports 
earlier than was possible before. 

. Improved, more effective statements, reports. 


— 


wa 


a. Simplification of data through eliminating the penny 
detail makes for less-crowded, less-cluttered, more read- 
able reports and statements. 

b. Dropping insignificant digits in statements and reports 
(which invariably follows from whole-dollar account- 








Vice President of Finance 
$50,000 


This position will attract an executive qualified to be 
the chief financial officer of a prominent, multi-plant 
company with annual sales exceeding $100,000,000. 


We have a long record of sound management and profita- 
ble manufacturing operations. Our continuing growth is 
assured. 


This m2n will report to the President and will have the 
Treasurer and the Controller reporting to him. He should 
be between 38 and 50 years of age and at present the 
Financial Vice President or the Controller of a manu- 
facturing company. 


This is an excellent opportunity to join a successful man- 
agement team. Replies may be brief and will be treated 
in confidence. 


Box D2303 THE CONTROLLER, 2 Park Ave., New York 16, N. Y. 




















ing) helps management identify more readily the sig- 
nificant items and relationships among the data con- 
tained in reports. 


6. Effective capacity of existing report and record forms is 
increased by eliminating two penny digits in each column 
or series (or two digits plus decimal point). This makes 
available space for af sol of additional, significant 
series without increasing the size or complexity of the 
report or record form. Conversely, should additional series 
be unnecessary, reports and records forms can be simplified 
in design and reduced in size. 

7. Morale of accounting, statistical and other personnel 
affected is materially improved for reasons which will be 
discussed later. 

8. Finally, all concerned cite as a distinct advantage the fact 
that the whole-dollar accounting concept and technique 
are simple. Compared with many other system and 
procedure changes this makes it relatively easy to install 
successfully. 


The gains from whole-dollar accounting cited above can be 
considered as primary or direct gains. There is at least one im- 
portant secondary or ‘‘by-product’”’ gain which has been reported 
by several companies represented in this report (and in the 
case of others known to us). The truly significant by-product 
gain reported from whole-dollar accounting is that introduction 
of the technique which represents such a departure from tradi- 
tion has encouraged accounting personnel to come forward with 
useful suggestions for other improvements in methods and 
procedures and, in a few instances, has resulted in development 
of a two-way communication system for proposing and consider- 
ing constructive criticism or new ideas. 

In listing the potential and alleged limitations of whole-dollar 
accounting, the Foundation study emphasized the fact that the 
system is not a panacea for all accounting ills. Rather, it should 
be regarded as one step in a developing program of office work 
simplification and standardization. The study, in discussing the 
limitations or disadvantages, points out that: 

“At the outset it must, in all honesty, be reported that all our 
on-the-spot research, as well as diligent search in other pub- 
lished reports of actual experience with whole-dollar accounting, 
has failed to produce any experience of basic weaknesses or dis- 
advantages inherent in the whole-dollar accounting idea. There 
are some disadvantages which are theoretically possible of real- 
ization but in all cases of experience known to us—and this goes 
extensively beyond the cases included in this book—virtually 
all these potential disadvantages failed to materialize and, in 
one or two instances where they did, corrective action promptly 
eliminated them and, therefore, they have not become effective 
negatives in the working of whole-dollar accounting. Thus, the 
limitations or disadvantages listed below are reported primarily 
to alert readers to arguments which have been advanced in 
opposition to the idea for one reason or another. 

“One or two of these are mathematical probabilities which may 
become operative under certain conditions relating to the num- 
ber of digits (dollars and pennies) which most frequently have 
to be recorded in certain accounts and the mathematical fre- 
quency of entries to be made. The effect of such negatives, 
where they occur, is usually to define those categories of ac- 
counts to which the whole-dollar technique cannot be applied in 
a certain company without exceeding acceptable tolerances 
(+) of accuracy. Here, then, are the limitations most commonly 
cited against whole-dollar accounting: 
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1. Whole-dollar accounting connotes abandonment of the 


double entry principle in accounting. 


2. It will result in loss of control and will ‘open wide the 
door for encouragement of “plugging” by unscrupulous 


bookkeepers and accountants.’ 


3. Whole-dollar accounting will have a bad effect on 
employes’ attitude in the sense that it will 


a. Encourage carelessness and inaccuracy in accounting 


operations. 


In a section devoted to an appraisal of the subject, the study 


pointed out that a persuasive consideration is the inability to 


discover an instance where whole-dollar accounting had been 
abandoned as unsatisfactory after having been applied on a 


normal-run basis. This, despite unusual efforts to learn of any 


such case. 


“The logical import, therefore, of our research and its results 
as reported in this book leads us to the conclusion and recom- 
mendation that controllers whose companies do not now use 


whole-dollar accounting should: 


b. Cause more, rather than fewer, errors to be made in 


accounting operations because of the necessity for 1. 


“rounding” to a full dollar. 


4, Rounding to the nearest dollar will result in serious cumu- 


lative variances. 


5. Whole-dollar accounting will cause more trouble and 


work than it will save. 


6. Whole-dollar accounting may cause difficulties with gov- 
ernmental agencies, notably taxing authorities and regula- pe 


tory bodies. 


7. Mathematical difficulties and limitations: 


a. The percentage variance (or ‘error’) in the difference 
between two numbers may be considerable, as a result 
of the rounding technique, whereas the percentage 
variance or “error” induced by rounding each of the 
two numbers being differenced would be insignificant. 

b. The absolute distortion or variance resulting from ex- 
tending unit prices or unit costs multiplied by large 
quantities will likely prove to be intolerably large. 
Therefore, it is best that unit prices and unit rates be 
carried to just as much refinement or degree of accuracy 


” 


as ever 


Familiarize themselves with the concept. 
2. Give serious consideration to its potentialities for their 


respective companies. 


We 


operations.” 


IN: ¥. 


Corporate Cash Dividend Restrictions Increase 


The number of United States corpora- 
tions disclosing restrictions on the amount 
of cash dividends which may be paid to 
stockholders continues to increase, accord- 
ing to the 11th edition of “Accounting 
Trends and Techniques,” published by 
AICPA. The survey of 600 annual te- 
ports shows that approximately 61% of 
the companies were limited to a maximum 
cash dividend payout by the terms of out- 
side indebtedness and credit agreements. 
This represents an increase of 9% from 
1951, and only 313 of the companies dis- 
closed dividend restrictions. 

The new AICPA survey of accounting 
practices reports other significant find- 
ings: 


1. Combined statements of income and 
retained earnings continue to gain favor— 
236 in 1956 reports compared to 164 in 
1946; 

2. Greater use of footnotes to financial 
statements to show changes in capital sur- 
plus for the year—95 in 1956 compared 
to 13 in 1946; 

3. The replacement of the term 
“earned surplus” by the use of “retained 
earnings’ —271 in 1956 compared with 
60 in 1948; 

4. Increase in use of single-step form 
of income statement—274 in 1956 com- 
pared to 125 in 1946; 


THE CONTROLLER * DECEMBER, 1957 


5. Increased frequency of companies 
having employe stock option plans—298 
in 1956 compared to 209 in 1954; and 

6. Apparent slackening of the trend to 
adopt Lifo is indicated by a net increase 
of two companies for the past three years 
compared with 38 for the three prior 
years. 


New Publication Offered to 


Businessmen 

The School of Business at Indiana Uni- 
versity is issuing a new publication, Busi- 
ness Horizons, which is intended to 
contribute to the process of growth and 
expansion by supplying to business leaders 
ideas and information for fulfilling their 
role in the expanding economy. Business 
Horizons will be issued quarterly on a 
subscription basis beginning December 
1957. 


Book Catalogues 200 Libraries 

The Library of Congress has issued its 
first annual National Union Catalogue in 
book form, for the year 1956. For the first 
time, librarians will have a publication 
listing all the books card-catalogued by 
the Library of Congress during 1956 and 
also those catalogued by 200 cooperating 
libraries. The publication, in three 
volumes, sells for $170 a set. 


The Universal Guide to Costs 


. Keep an open mind on whether or not to adopt it. 

4. Have a thorough study made of the suitability of this 
technique to their own accounting operations and the 
possibility of adapting it to the specific company’s needs 
and operations. 

Reach a decision only on the basis of facts fully and im- 
partially reported as a result of such study. 


It cannot be emphasized too strongly that such investigations, 
recommendations and ultimate decisions must be made with 
primary reference to the specific company concerned, its account- 
ing needs and problems, its accounting organization, system and 


Actual experiences of 13 companies are described. The 
reader can then see the problems faced by others in their transi- 
tion to whole-dollar accounting and can relate his own experi- 
ence to the way in which the problems were actually solved. 

Copies of the study are available, at $7.50 each, from Con- 
trollership Foundation, Inc., Two Park Avenue, New York 16, 


COST 
ACCOUNTANTS’ 
HANDBOOK 


rHIS FAMOUS, authorita- 
tive Handbook provides de- 
tailed information on any kind 
of cost problem arising under 
any type of cost setup. Sup- 
plements clear and_ concise ——— 
explanations with filled-in working forms 
plus instruction; practical formulas; time- 
saving graphs, tables, and charts. 
HANDBOOK relates the work of the 
cost accountant to the functions of the 
general accountant, management; to pro- 
duction, engineering, legal, personnel fac- 
tors. Offers cost methods proved by well- 
managed companies. 

Fully covers variation analysis; organ- 
izing cost records; setting, operating 
standard costs; specific order, continuous 
process cost systems; joint, by-product, 
and estimated costs; material costs, in- 





ventories; overhead accumulation, distri- 
bution, budgets, etc. 
THEODORE LANG, Editor; with 


Board of over 7o Contributing, Con- 
sulting Editors. 556 ills., forms, tables; 
1482 pp. $12 

Other famous RONALD Handbooks: 
gt er ee | HANDBOOK, 


Co ee! SR eee $15 
FINANCIAL HANDBOOK, 

ce OD), Rae 12 
FORESTRY HANDBOOK, 6x 9...... 15 
MARKETING HANDBOOK ........... 12 
PERSONNEL HANDBOOK ............ 12 


PRODUCTION HANDBOOK, 
2nd Ed. ready February 14 ........... 16 


Order your books from: 


THE RONALD PRESS COMPANY 








i——15 E. 26th St., New York 10—— 
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Salesmen’s Earnings 


Field salesmen in manufacturing com- 
panies earned 4.3 per cent more last 
year, on the average, than they earned 
the year before, the American Manage- 
ment Association reports in its second 
annual survey of sales compensation. 
More than four fifths of the salesmen 
included in the survey earn between 
$5,000 and $15,000 a year. 

The study analyzes the compensation 
paid to nearly 26,000 salesmen and 
more than 6,000 other sales personnel in 
210 American and Canadian companies 
between the spring of 1956 and the 


spring of 1957. Positions included are 
those of sales trainee, three grades of 
salesman, sales supervisor, district sales 
manager, regional sales manager, and 
personnel engaged in market research 
and sales promotion. 

The survey report shows the lows, 
medians, and highs of salaries, bonuses, 
and commissions for each grade of 
salesman in each of nine different mar- 
keting categories. Total compensation 
of salesmen varies widely, principally 
with level of responsibility and the type 
of market served, the study indicates. 





You CAN 
Make a PAPER CLIP... 


you need them. 


specialists to do this for you. 


company should have. 


ANALYSTS 


Witn reasonable patience you can bend a piece of wire 


to make a usable paper clip . . . 


. . . but you'll find it makes good business sense to allow 


professionals to make your paper clips and buy them as 


You can handle your own corporate insurance program 


too. But, you will find there is a great advantage in using 


WE DO NOT SELL INSURANCE—as independent insurance 
consultants we help clients to get far greater mileage out 
of every insurance dollar they spend . . . 


time be certain they have all the insurance protection their 


May we show you how your organization can benefit? 


There is no cost or obligation, of course. 


W. T. CHAMBERLAIN INC. 


CORPORATE INSURANCE CONSULTANTS 

PROGRAMMERS—-SUPERVISORS 

103 Park Avenue, New York 17, N. Y. 
Murray Hill 3-2942 








and at the same 
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Seventy-two per cent of the firms 
surveyed pay their salesmen bonuses 
and commissions. These incentive pay- 
ments range from 10 per cent to 100 
per cent of total compensation, depend- 
ing on the type of plan and the indus- 
try. Salesmen who receive bonuses and 
commissions are paid lower salaries 
than are salesmen on salary alone, but 
they come out better in terms of total 
compensation, the study shows. 

A combination of salary and bonus 
is the most popular method of paying 
salesmen among the companies included 
in the survey. It is used by 46.4 per cent 
of the companies. 

Salesmen are on much the same basis 
as other employes so far as pension and 
group insurance plans are concerned. 
All the companies participating in the 
survey have group life insurance and 
group hospitalization coverage for sales- 
men, and more than 90 per cent include 
salesmen in their pension plans. Most 
of the companies pay all “reasonable” 
expenses of their salesmen while they 
are on the road. 


Plans to Stretch Retirement 


The principle of gradual retirement 
rather than an outright severance appears 
to be growing in industry. Skilled em- 
ployes of some companies are being per- 
mitted to work after age 65 on a part-time 
basis. The William Wrigley Jr. Company 
has a “‘leave-of-absence’’ plan which per- 
mits the employe to work 11 months in 
his 66th year, ten months the next year 
and nine in his 68th year. 

To be fully effective, participants in a 
gradual retirement plan should get Social 
Security benefits in the months they do 
not work, provided they do not earn more 
than $80 in any of those idle months. The 
idle months should be calendar months 
rather than split months to insure receiv- 
ing Social Security benefits. At age 72 or 
over employes can get all Social Security 
benefits regardless of earnings. 


Economists See Little “Real” 
Gain in 1958 Output 


Leading business and university econ- 
omists expect major dollar indicators of 
economic activity to reach new highs in 
1958, but only because of inflation and 
not “‘real’’ increases in goods and services. 
A survey of 202 economists by F. W. 
Dodge Corp. indicated that total dollar 
output, as measured by GNP, would rise 
slightly while real output, measured by 
the Federal Reserve Index of Industrial 
Production, will dip in the first half of 
1958 and then rise slightly in the second 
half. 
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Sales Climb While Profits Lag 


American corporations are caught in a 
profit squeeze, according to a feature ar- 
ticle in the New York Herald Tribune. 
Their sales have been rising and so have 
their earnings, but they have been making 
less money for every dollar of sales than 
they made a year ago. Rising costs are the 
chief cause of the narrower profit margins 
as labor and materials costs have been 
climbing. 

The trend is brought into sharp relief 
by an FRB survey of 200 of the country’s 
corporations. The Board found that sales 
jumped $913 million from the second 
quarter of 1956 to the second quarter of 
this year, while profits before taxes went 
up $64 million. The ratio of profits to 
sales declined from 13.6% to 13.3%. 

The going has been rougher for com- 
panies in the food, chemicals, and other 
soft goods industries than for corporations 
turning out durable products such as ma- 
chinery and automobiles, according to the 
Herald Tribune article. Durable goods 
companies boosted their sales 4.5% from 
the second quarter of 1956 to the second 
quarter of 1957 while their profits went 
up 4.5% and their profit-sales ratio stayed 
at 13.3%: 

Soft goods companies increased their 
sales 6% but profits declined 1% over the 
year and the profit-sales ratio fell from 
14.3% to 13.3%. 

Companies that can clearly trace this 
squeeze to higher labor costs will be 
tempted to speed up the installation of 
automated processes. Other companies 
may react to the decline in earnings ratios 
by cautiously curtailing their expansion 
plans and still others will consider raising 
prices as soon as they can. 


Quality Control Audits 


Ford Motor Company has instituted a 
new “quality control audit’’ program. This 
system provides a check on quality in 
addition to the normal inspection proce- 
dure as cars roll off the production line. 
The quality inspection involves a three- 
hour check of some 1500 possible trouble 
spots in each car of a random sample 
group selected at each assembly plant. 

Local plant auditors, independent of 
the regular inspector group, are them- 
selves checked periodically by unsched- 
uled visits of Dearborn auditors. 

Daily reports of the audits are for- 
warded to the plant manager and to the 
division headquarters in Dearborn. A 
plant which fails to meet the division's 
standards or the level attained by other 
units is given special attention. 

The new checking system also enables 
local supervisors to pinpoint responsi- 
bility for flaws all the way down to the 
individual person on the assembly line. 
The assembly quality is reported to have 
been improved by 50% since the pro- 
gram’s inception. 
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half a world away! 





Mr. Fred J. Parmentier, 
AFIA Manager for Southern Africa 


LS genre your business properties, equipment or goods are 
located abroad, there is an AFIA trained insurance 
specialist nearby — at your service and always ready to help in 
many ways should you have a loss. 

Meet Mr. Fred J. Parmentier, AFIA manager for Southern Africa. 
He’s been in AFIA’s foreign service for many years. He knows 
the insurance problems of American business in Africa — knows local 
conditions — knows how to fit them together to provide the best 
in fire, marine, casualty and surety protection for your business. 


He’s typical of the more than 600 overseas insurance experts who 
represent AFIA and serve you in 70 countries throughout the world. 

ASK YOUR AGENT OR BROKER TO DISCUSS YOUR 
FOREIGN INSURANCE PROBLEMS WITH AFIA. 








AMERICAN FOREIGN INSURANCE ASSOCIATION 
161 William Street e« New York 38, New York 


CHICAGO OFFICE . . Insurance Exchange Building, 175 West Jackson Blvd., Chicago 4, Illinois 
BIAREAS ORPIGE . o. 66's.0.6 0:0 400 Vaughn Building, 1712 Commerce Street, Dallas 1, Texas 
LOS ANGELES OFFICE... 2.0 cecee 3277 Wilshire Boulevard, Los Angeles 5, California 
SAN FRANCISCO OFFICE . . Russ Building, 235 Montgomery Street, San Francisco 4, Calitornia 
WASHINGTON OFFICE . . . Woodward Building, 733 15th Street N.W., Washington 5, D.C. 


. 
An association of 22 American capital stock fire, marine, casualty and 


surety insurance companies providing insurance protection in foreign lands 
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Local Committeemen, Business Style 


The increasing use of committees in all 
aspects of company operations suggests 
that they are becoming a way of corporate 
life, according to a survey conducted at a 
recent AMA General Management Con- 
ference. The survey, covering 51 top-level 
executives and 28 middle-management 
men, indicated that the respondents repre- 
sented 214 committees with two execu- 
tives indicating that they did not belong 
to any and one admitting to 30 committee 
assignments. The average number of com- 
mittees for a top manager was two and 
three for middle managers. Two-thirds of 


the respondents reported that their com- 
panies have more committees now than 
they had five years ago. The major func- 
tion of the committees appears to be to 
exchange views and information while 
other duties listed to make recommenda- 
tions, generate ideas, and make major de- 
cisions. 

Committees have more power today, 
according to the survey, and 75% of the 
respondents felt that the present degree 
of authority is satisfactory while one-fifth 
want committee authority increased. 

Individual executives, however, have 
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equipment. 

On the other hand, if you have a 
tabulating department, STATISTICAL 
can help you cut costs, too, in hand- 
ling your overloads, conversions or 
special assignments. 

It will pay you to investigate. One 
of our methods engineers will gladly 
call in person to discuss your needs. 


4 


STATISTICAL 


TABULATING CORPORATION 


Established 1933 - Michael R. Notaro, President 


TABULATING - 
TEMPORARY OFFICE PERSONNEL 


Four out of five companies 
like yours have at least one 
clerical operation that can be 
handled most economically 
by today’s push-button 
methods. 

STATISTICAL provides a 
service through which any 
company—large or small— 
can make use of the latest 
punched-card tabulating 
techniques, without investing 
in additional manpower and 


Just write or phone 
3 our nearest office. 









CALCULATING + TYPING 





the final word in most companies covered 
for five major areas of decision-making: 
Pricing, advertising and promotions; 
production; volume; personnel policies; 
and hiring executives. Long-range plan- 
ning and capital investment decisions rest 
mainly with boards of directors. Non- 
board committees figure prominently in 
decisions regarding new products because 
coordination between departments such as 
research and development, promotion and 
advertising, make such committee de- 
cisions more feasible. 

Committee members, the survey indi- 
cated, are chosen by the president in al- 
most haif the cases and almost all commit- 
tees have permanent chairmen. The presi- 
dent is chairman in about 30% of those 
with a permanent head and these commit- 
tees ate normally key-policy groups. 
Agendas are drawn mostly from members’ 
suggestions. 

The majority of the respondents felt 
that committee decisions -are sometimes 
determined in advance, by individuals. 
The survey attempted to uncover the roots 
of decision-making in the companies 
covered by asking three direct questions: 


Is authority centralized or is it decen- 
tralized ? 

Do individuals or committees make 
most important nonboard decisions? 

Is there little or much group participa- 
tion? 


Authority in 60% of the companies is 
centralized, according to the respondents 
and in the majority of cases individuals 
make the most important nonboard deci- 
sions. More than 70% stated that there is 
“much group participation” in their 
companies today. 

The major problem in dealing with 
committees appears to be the difficulty of 
fixing responsibility for committee deci- 
sions. Some executives expressed doubt 
that any member would devote the same 
amount of time and energy to a committee 
decision as he would to one for which he 
would bear the full burden of responsi- 
bility. Some executives said that their 
companies used committees merely to ob- 
tain facts and that final decisions rest with 
the chief executive. Others commented 
that committees have value chiefly for 
purposes other than decision-making: 
coordinating, communicating, training, 
and acquainting top management with the 
thinking of key executives. 


State Taxes 


In the year ended June 30, state tax 
collections rose to a record $14.4 billion, 
an increase of 8% over fiscal ’56. Reve- 
nues have not kept up with expenditures 
and the total state debt for fiscal '57 was a 
record $12.9 billion, up 15% from the 





previous year. 
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Inflation in Business (Consinued from page 581) 


is, per hour of labor or per pound of steel, 
etc.), it does not reflect the changed 
methods in use of such labor or steel 
components, or any other element of con- 
struction cost. The Cost-of-Living Index 
does reflect the increased productivity of 
both labor and machinery, and therefore 
it is a good measure of the change in the 
purchasing power of the dollar. Where 
changed uses of the components of con- 
struction are not present, a Construction- 
Cost Index may be more appropriate. 
However, the differences in result be- 
tween indexes are no greater factor here 
than in their use for LIFO inventories or 
other purposes. 


TAXATION OF THE DIFFERENCE 


Our federal tax laws are so written 
that, when realized, the increased dollar 
value caused by inflation is taxed at 
capital gains rate of 259% maximum. This 
is true of your home, your securities, or 
any other assets of value which you pur- 
chased in prior years and later sold, that 
had increased in value because of the 
price inflation. Much of the so-called 
profit on such transactions is the result of 
inflation on the original capital invest- 
ment. Correspondingly it can be argued 
that, if business were allowed to deduct 
the price-level depreciation for income 
tax purposes, the deduction should be 
allowed at regular rates only to the extent 
of depreciation on cost, and that the 
additional depreciation (representing the 
difference between price-level deprecia- 
tion and cost depreciation) be allowed at 
the capital gain rate as in the case of other 
price-level gains realized. 

I am not saying that it is correct to tax 
the gains realized as a result of the de- 
cline in purchasing power of the dollar, 
as we do in this country. I mean only to 
point out that consistent treatment would 
justify allowing this additional deprecia- 
tion deduction (i.e., the difference be- 
tween price-level and cost depreciation) 
at the capital gain rate rather than at the 
regular rate. 


WHAT IS THE ACCOUNTING 
PROFESSION DOING TO 
RECOGNIZE THIS PROBLEM? 


I believe we are now entering a period 
in which productive capacity is sufficient 
to produce about all the goods that can be 
consumed in our markets. The construc- 
tion of additional capacity will probably 
slow down, although competition will 
force a continuation of extensive modern- 
ization pe to reduce costs. In such 
a period, the significance of this unsound 
practice of taking cost depreciation with- 
out recognizing the price-level increase 
will keep on growing and will become 
obvious to anyone who is able to under- 
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stand elementary business economics. It 
will demand recognition until the public 
asks who is responsible. Reduced earnings 
occasioned by the recognition of deprecia- 
tion costs previously omitted will precipi- 
tate the inquiry. The day of reckoning 
will be at hand. 

When this occurs, security prices are 
bound to decline, not because the value 
of the businesses has declined, but be- 
cause the investor has been misled into 
believing that there were earnings which 
actually were not there. This is not a 
subject which is based upon opinion or 
point of view; it is based upon economics 
and the acceptance of a phenomenon that 
is well established. 

Those who support the cost principle, I 
believe, are really doing so from the 
viewpoint that the stockholder, like any 
other contributor of capital such as the 
bondholder and the preferred  stock- 
holder, is entitled to have returned to 
him only the dollars that he originally in- 
vested, irrespective of the subsequent de- 
cline in purchasing power. Any additional 
dollars needed are to be obtained by rais- 
ing new capital. This is the same eco- 
nomic effect obtained by government 
ownership of businesses. If a business 
were owned by the Government, it would 
be true that the public would pay only 
what was originally invested, such as it 
now does for street paving, roads, public 
buildings, etc. Later generations, however, 
pay whatever it costs in terms of the then- 
current dollars when replacement has to 
be made. 

I feel that, if a proper inquiry were to 
be made into the beliefs of those who 
oppose recognizing the effect of price 


level increases on depreciation, it might 
easily disclose a belief that there is no 
requirement that the consumer pay prices, 
or the investor earn a return, that will 
cover true economic depreciation, since 
the consumer should not have to pay 
more than the original cost of providing 
the facilities being used, irrespective of 
the changes in the purchasing power of 
the dollar. 

Let us not delude ourselves. The cost 
principle of depreciation is a Socialistic 
State principle, and it results in the dissi- 
pation of capital in a manner that can 
best be used to destroy the private capital 
system which maintains our system of 
living. 





APPRAISALS 


determined on the basis of 


REPLACEMENT COST NEW 
Less Depreciation 


@ As Engineers & Architects for In- 
dustrial Plants we know construction 
costs. Since we are constantly deal- 
ing with manufacturers of process 
equipment and machinery, our ap- 
praisal figures on contents are like- 
wise authentic. 


Your inquiry ts solicited 


LOCKWOOD GREENE 
ENGINEERS, INC. 


41 East 42nd Street, New York 17 
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AUDITORS 


Financial Executives 


BUTTRICK & MEGARY has successfully serviced the personnel require- 


ments of many small, medium and large companies in the following categories: 
BUDGET SPECIALISTS 


COST ACCOUNTANTS 


in addition to maintaining a select and complete inventory of qualified financial 
‘ and accounting executives, can prescribe proven procedures for “pinpointed 


B & M works closely with each employer client, becoming his personnel representative, 
and makes a special project of finding the right man for any assignment. 


5 & M's trained staff, with both accounting and personnel experience, is qualified to 
counsel you on the selection of applicants with technical background and per- 
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SYSTEMS MEN 
TAX SPECIALISTS 
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Greenbrier Conference 


assumes in budgeting matters determines 
to a great extent his position relating to 
long-term planning. 

“The controller’s department should 
provide historical and statistical data to 
aid management in developing its budg- 
ets,’ he declared. “It should coordinate 
and correlate the budgets and summarize 
them into a clear, concise plan of opera- 
tions. It should report regularly on op- 
erations, comparing actual and budgeted 
amounts, and then review results with 
management. If the controller is carrying 
out his part in this program, he will also 
be needed in long-term planning. 

“A realistic view should be made of 
sales forecasts, material, and labor. Over- 
head costs should be carefully analyzed. 
Thorough studies should be made of pro- 
posed facility assignments, to ascertain if 
they are adequate to meet the increased 
demand and, more particularly, that the 
return on the money invested in addi- 
tional facilities will be adequate. In ad- 
dition to placing dollar amounts on all 
these elements, the controller has a heavy 
responsibility in evaluating the plans, co- 
a them and determining the 
over-all results for top management, and 


(Continued from page 589) 


directing attention to areas of weakness 
and imbalance. It is also necessary at this 
time to ascertain if the proposals can be 
financed, and to assist the treasurer in de- 
termining the probable financial require- 
ments.”’ 


R. A. PERKINS: 

Problems of profit maximization were 
discussed at the Machinery Manufactur- 
ing Industry Conference by R. A. Perkins, 
controller and assistant secretary-treasurer, 
Kearney & Trecker Corporation, Milwau- 
kee, Wis. “Too many financial men,” he 
declared, “cling to a percentage of sales 
as being a good yardstick of profit meas- 
urement. Any significant shift in the mix 
of labor and material content ultimately 
makes such a yardstick unrealistic. The 
stock purchaser buys on the basis of ex- 
pected return on capital invested, either 
for immediate income or long-term gain. 
This would then appear to be a good 
yardstick for basic management measure- 
ment. 

“Many manufacturing companies keep 
their costs on a job order system. This is 
a historical approach; it tells how much 
the item cost, but not why. A system of 





Coverages 


duced costs. 





INDUSTRY NEEDS 
“Co4st-Plus” Insurance 


e and a number of such plans are available to 
materially reduce the cost of your Workman’s 
Compensation and other forms of Insurance. 


e a Jamison Survey and Audit will determine 
the plan best suited to Your need and usually 
results in improved coverages as well as re- 


HERBERT L. JAMISON & CO. 


Insurance Survey, Audit and Advisory Service 
270 MADISON AVENUE, NEW YORK 16 








598 


variance accounting could be introduced. 
Its aim would be elimination from inven- 
tory of all possible variances from pre- 
established current standards—as they are 
incurred, rather than waiting until the 
orders are completed. These variances 
could then be classified and reported in a 
manner which will enable management 
and operating personnel to effectively un- 
derstand them and ultimately eliminate 
as many as possible. 

“If we could forget the niceties of 
budgeting, in favor of fast, concise, rela- 
tively correct information, this could pay 
handsome dividends. Management by ex- 
ception would entail only concern with 
the relatively major problems. Minor ex- 
ceptions are still minor in importance.” 


DONALD LICHTY: 

The advantages of handling operations 
research through present personnel, work- 
ing through committee action, as opposed 
to a staff department, were outlined at the 
Paper Products Industry Conference by 
Donald Lichty, controller, Nekoosa-Ed- 
wards Paper Company, Port Edward, 
Wis. He said that such a method is 
less expensive to start; the communica- 
tions problem is simplified; necessary 
data are more readily available, and the 
application of operations research studies 
can be more direct. 

“Recommendations are more readily 
accepted, too,” Mr. Lichty pointed out. 
“We have found that individual depart- 
ments will often modify their existing 
practices in accordance with the results of 
findings, so that when the final report is 
made, the plan will already be in opera- 
tion. On the other hand, when a complete 
plan is offered as a package, there is often 
some hesitancy on the part of some divi- 
sion managers to accept the plan without 
study and review, which delays its in- 
stallation. 

“Committee action can improve man- 
agement. This is the most important 
point. As more people in an organization 
become aware of the concepts and tools 
of operations research, they will apply 
these concepts to day-by-day decisions— 
not only improving the over-all company 
performance but also broadening them- 
selves for more important management 
jobs. 

“One of the most important features 
of operations research is the fact that a 
definite dollar sign can be placed, in ad- 
vance, upon a course of action. If there 
is any hesitancy of acceptance, or resist- 
ance to change, the dollar difference is 
something everyone understands.” 


RUSSELL H. HASSLER: 

Educational and training approaches to 
the problem of developing managers for 
the future were discussed at a general 
session by Russell H. Hassler, associate 


(Continued on facing page) 
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[| ff LONG SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 





New York City 

Pictured at a recent meeting of the 
Institute’s National Committee on Edu- 
cation are the following: Seated (left 
to right), Ralph H. Smith, controller, 
The Cleveland Electric Illuminating 
Co., Cleveland; John C. MacMicking, 
controller, Thompson Products Ltd., 
Hamilton; Paul A. May, controller, 
Mine Safety Appliances Co., Pitts- 
burgh; Allan L. Spurr, assistant treas- 
urer, Arthur D. Little, Inc., Boston; 
Hans C. Todt, comptroller, Bristol 


Laboratories, Syracuse, who is chairman 


of the Education Committee; Philip J. 
Morgan, comptroller-assistant treasurer, 
Continental Screw Co., Boston; James 
S. Howard, treasurer and clerk, Johnson 
Steel & Wire Co., Inc., Boston; Charles 
W. Bastable, Jr., associate professor, 
School of Business, Columbia Univer- 
sity, New York; and William F. 
Schmeltz, chairman of Accounting De- 
partment, College of Business Adminis- 


tration, Bowling Green University, 
Toledo. 

Standing (left to right), Arthur H. 
Wiedeman, administrative secretary, 








Greenbrier Conference 
(Continued from page 598) 


dean, Harvard University Graduate School 
of Business Administration. ‘I fear we 
may be in danger of minimizing personal 
qualities of leadership,” he cautioned, “‘if 
we place undue reliance on either mathe- 
matical answers to all our major business 
problems or on the role of the manager 
as being one of crystallizing and summa- 
rizing other people's points of view. We 
in business schools have a responsibility 
to be sure that scientific advances are 
discussed, known about, but also put in 
perspective. We have a responsibility to 
see that consideration of courage and 
leadership are vital and necessary and 
should not be abrogated to the cause of 
the whole organization man. 

“The craftsman of long ago developed 
tremendous satisfactions from his job; in 


our modern assembly line operations, we 
have struggled with the problem of 
worker satisfaction. Those who manage 
in business have the same need for job 
satisfaction. Because of the more intan- 
gible qualities of their work, the more 
difficult is the task of defining their hopes 
and satisfactions for a fuller life.” 

James L. Peirce, vice president of the 
A. B. Dick Company, Chicago, Ill., who 
is national president of the Institute, pre- 
sided at the annual banquet; Dudley E. 
Browne, vice president-finance and con- 
troller, Lockheed Aircraft Corporation, 
Burbank, Calif., chairman of the board 
of the organization, at the opening lunch- 
eon; and Harold A. Ketchum, financial 
vice president, Federal Pacific Electric 
Company, Newark, N. J., who is presi- 
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Controllers Institute; Gordon V. Moyer, 
controller, Frank H. Fleer Corp., Phila- 
delphia; Walter E. Lucie, assistant 
treasurer, Revere Corporation of Amer- 
ica, Hartford; Donald W. Brown, asso- 
ciate professor, Iowa State College, 
Iowa; Howard E. Cooper, associate 
dean, director, Division of Business, 
McCoy College, Johns Hopkins Univer- 
sity, Baltimore; Sigurd Tranmal, assist- 
ant to the vice president and controller, 
Stromberg-Carlson Co., Rochester ; and 
Edward S. Babbitt, comptroller, Mount 
Holyoke College, Springfield. 





dent of Controllership Foundation, Inc., 
at the final luncheon, on Tuesday, No- 
vember 4. Chairmen at general sessions 
included Harold B. Lawson, treasurer, 
the Dobeckmun Company, Cleveland, 
president of the host Control; and R. Burt 
Gookin, comptroller, H. J. Heinz Com- 
pany, Pittsburgh, Pa., chairman of the 
National Committee on Management 
Planning and Control. 





Major papers delivered at the 26th An- 
nual National Conference of Controllers 
Institute will be made available in a new 
booklet entitled ‘“Blueprinting Tomor- 
row’s Profit” to be released as soon as 


po f ble ° 
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WHOLE-DOLLAR ACCOUNTING* 
By Florence A. May and Herbert F. Klingman 





Reviewed by LOUIS O. FRIEDENBERG 
Controller 

Coleman & Company 

New York 


This is a book about a system of clerical 
work simplification. Moreover, it is 
organized to facilitate a controller's in- 
vestigation into the feasibility of adopting 
all or any part of this particular tech- 
nique. The authors assume that their 
readers have a_ reasonable _ technical 
familiarity with evaluation of clerical 
systems and procedures. They accept that 
whole-dollar accounting can be used on 
any sort of machinery, all the way from 
hand writing on columnar paper in ring 
binders to impulses on electronic tapes. 

This is a “flinty’’ book. It gives off 
sparks which each company’s personnel 
must use to light its own special fire to 
burn away its own particular deadwood. 
It emphasizes that specific dollars-and- 
cents savings are hard to calculate. Any 
re-evaluation of a currently used system 
should produce many by-products. All of 
us are too prone to attribute savings to a 
new system when the saving really re- 
sulted from the restudy of all systems 
made necessary by wanting to make a 
particular change. In this case, thinking 
hard about leaving off pennies (maybe 





* Published by Controllership Foundation, 
Inc., Two Park Avenue, New York 16, N. Y. 
$7.50. 
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next time it will be using only even num- 
bers) may result in eliminating a whole 
report or procedure. It is definitely indi- 
cated that there should be a good possi- 
bility of savings and this alone is suffi- 
cient reason for reading the book. 

There is an analytical chapter followed 
by 13 case studies. The analytical chapter 
itself is summarized in the first few pages. 
The case studies are “‘objective specific 
reports of actual experiences.” The cases 
themselves need careful reading and study 
to digest the vast amount of detailed in- 
formation. Thus, if the first chapter 
arouses any interest at all, there is more 
than enough material for a staff to work 
up a report and recommendation. For top 
management, the case method is _par- 
ticularly effective when it is nce 
instead of followed by, such a summary. 

The authors obviously feel that whole- 
dollar accounting can be extremely help- 
ful. Their summary, which is the first 
chapter in the book, defines whole-dollar 
accounting as ‘‘getting rid of the decimal 
point and pennies wherever possible and 
at the earliest practical point in the 
accounting sequence.” (Italics mine. 
L.O.F.) The phrase “‘at the earliest pos- 
sible moment’’ is the key phrase. I should 
prefer to see this idea emphasized a bit 
more. 

The current trend in all systems work 
is to have any simplification of procedures 
introduced as near original data as 
possible. If you are going to use punch 
cards, or electronic tape, get the data into 
the selected form as soon as you can. So it 
is with whole-dollar accounting. By and 
large, the research indicated to me that 
the nearer to the original data you can 
start whole-dollar accounting, the greater 
the benefits. The opening chapter contains 
many valuable suggestions about going 
ahead, but only emphasizes this particular 
point in the definition quoted above. 

Whole-dollar accounting is much more 
than leaving off pennies from your 
printed reports. The advantages and 
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limitations are listed. The predilection for 
some use of whole-dollar accounting is 
very frankly stated. Limitations are 
“alleged” limitations. There is, however, 
a careful warning that the system is not 
a panacea for all accounting ills. I should 
like to amend one word in that sentence; 
not “the” but “any’’ system. Can any 
system, much less “the” system (of any 
book) cure all accounting ills? I am sure 
every one who tries to apply whole-dollar 
accounting to his own operation will find 
many limitations and disadvantages. Care- 
ful study of the case histories will help 
overcome some limitations or might bring 
others to light. 

While the authors frankly are “for” 
whole-dollar accounting, they recognize it 
cannot follow a fixed pattern. There is a 
specific paragraph repeating and empha- 
sizing that use or nonuse of this technique 
must be considered “in the terms of the 
specific company’s situation.” The discus- 
sion of the objections, limitations, or dis- 
advantages is akin to setting up straw 
men and knocking them down; but none 
of the research disclosed any experiences 
of inherent basic weaknesses or disad- 
vantages. 

All the ideas set forth presuppose that 
by using balancing accounts whole-dollar 
accounting will result in balanced books. 
Use of these balancing accounts brings 
out one danger not discussed at any great 
length; namely, getting the data into 
“centless’”” form may possibly result in 
more work than it saves. Of course, such 
increases of work in other areas are 
always a danger of any change and is not 
peculiar to whole-dollar accounting. 

Whole-dollar accounting is not new. 
It was used by Bethlehem Steel as early 
as 1927. Besides, there is a great pre- 
ponderance of published reports (87%) 
in whole dollars. Despite this, apparently 
very few of the companies whose reports 
are in whole dollars carry through and 
use whole-dollar accounting as previously 
defined. The 13 case studies illustrate 
successful uses of the system. Even if it 
turns out that the product cannot fit into 
your operation, certainly the existence of 
13 satisfied customers should make a look 
at the catalog compulsory. 

The selection of cases shows great care 
and thought; they cover manufacturing, 
extractive, utilities, capital facilities, 
marketing and publishing. The companies 
studied range from extremely large ones, 
such as Bethlehem Steel, to one whose 
employes total 297 and whose sales were 
about $25 million. Each of the studies is 
very thorough, going over the complete 
history of whole-dollar accounting in each 
company. The studies follow a pattern 
and many similar problems and solutions 
appear and reappear, each time in a 
different setting, and each time somewhat 
different. There are many illustrations of 
actual forms used and frank discussions 
of units of work involved. There is a 
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valuable appendix which contains per- 
tinent articles and regulations. 

If you decide to investigate this system 
thoroughly, the cases will provide an 
untold wealth of material upon which 
to base your decision, whether or not to 
go ahead, as well as much material for 
any implementation of that decision. 
Unless, however, serious consideration of 
adopting whole-dollar accounting is in 
the cards, there is little reason for ex- 
tremely careful analysis of these case 
studies. 

I should like to have had the authors 
add a concluding chapter, summarizing, 
and possibly explaining, similarities and 
differences. If a chapter were not feasible, 
I would settle for this analysis in table 
form. Such a summary or table seems to 
be the first step in any further investiga- 
tion. 

The book is a model of how new sys- 
tems and procedures should be intro- 
duced. The authors take a definite stand 
and supply carefully worked out case 
studies explaining why they favor the 
innovation. I am sure no one, the authors 
least of all, expect just a reading of the 
book to result in the introduction of 
whole-dollar accounting. But I, for one, 
am sure reading the book will result in 
considering the use of it; and studying the 
book will help greatly in making and 
implementing a decision. If there are any 
more innovations such as limited vari- 
ances between control accounts and the 
detail accounts making up those controls 
that can be applied on so broad a basis, 
there should be more case studies and I 
hope they are as good as this one. 


A MANAGEMENT GUIDE TO 
ELECTRONIC COMPUTERS* 


By William D. Bell 


The study explains what computers are 
for; what the equipment is and how it 
works; what results and problems the 
machines bring; how to find out if such 
a system is needed, and how to justify it; 
how to choose and install a system; and 
the actual experiences of many other com- 
panies with EDP. The study takes up in- 
put devices, memory, and the arithmetical 
and logical operations and also gives case 
histories covering the use of both small 
and large computers. 





* Published by McGraw-Hill Publishing 
Company, 327 West 41st St., New York 36, 
No ¥,.. $6.50, 


(Continued on next page) 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 








BOSTON 6 CHURCH STREET ATLANTA 
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More's what they say about 
RECORDS RETENTION AND CONTROL 


ee . . I have just read the new Controllership Foundation report, “Case 
Studies in Records Retention and Control” . . . It is a fine exposition of 
how to proceed in streamlining one’s file problems. It shows how expen- 
sive storage space has been reduced. It is the best book on the subject that 

I have seen.” 
FRANKLIN D. COLBURN, management consultant 


oe . . 1 am sincerely impressed with the approach you adopted, the scope 
of coverage and its balance. By sending your people into the field and in- 
corporating solid facts, your publication is definitive. The quality far ex- 
ceeds that obtainable from using questionnaires, as is evident in compari- 

son with another recent paper on this subject.” 
EMMETT J. LEAHY, management consultant 


ee . . Very interesting and excellently prepared. Each case study is pre- 
sented in sufficient detail to make a complete picture, a result that is lack- 
ing in too many presentations of this type. . . . The most complete and 
informative collection of case studies in the records management field 
that I have seen. The people who compiled it and wrote it are deserving 

of congratulations for a job well done.” 
RECORDS MANAGER Of a large corporation 


Save money, space and time with a realistic program for records retention 
and control. Profit from the experience of others by reading the case histories 
of 13 companies carefully selected to provide variety in size, location, profit 
margin, and product. Their records programs range from simple or formative 
to elaborate and highly staffed. Develop, or modify, your own records pro- 
gram, to suit your needs and problems, after you see how other companies have 
answered questions on: 


Organizational responsibility—W here should it be located? 
Consultants—W hen should they be used? 

Program sequence—W hat is the logical order for operating a program? 
Records inventory—W hat information is needed and how is it compiled? 
Appraisal and analysis—W hat standards should be followed? 

Vital records—W hat are they and what special steps should be taken? 
Microfilming—W hen is it cheaper than storage? 

Storage—W hat type of equipment is best? 


CASE STUDIES IN RECORDS RETENTION AND CONTROL 
$7.50 ($5.75 to members of Controllers Institute) 





CONTROLLERSHIP FOUNDATION, INC. 


Research Arm of Controllers Institute 


TWO PARK AVENUE » NEW YORK 16, N. Y. 


Orders from nonmembers outside Continental U.S. and Canada 
must be accompanied by remittance 
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| HOW TO SOLVE ceeal 
& 2 MANAGEMENT PROBLEMS* Presic 
By Charles A. Cerami Alv 
& the N 
& The author presents a formula for prac- = & 
tical problem-solving which is based on :... 
| tested and widely accepted principles. He eae 
Ke i a | lists six steps that will point to the best- ioe. ie 
| course action in any problem. One sec- ' :.. 
| tion of the book, “Special Tips for Han- A 
WHEL AUTO LEASING | dling Difficult Situations,” shows how to ‘¥ 
| resolve cases that seem to resist logical Jennii 
| analysis or how to gamble wisely when nm 
there seems to be no other way. Each of eal 
| the suggestions is accompanied by specific a. ‘ 

| illustrations or graphic descriptions of ith 
| | how others have put the same techniques rea diti 
| to work. At the end of each section is a ities 

* | group of specific questions and problems A 

| called ‘“What Would You Do?” 
Ball Brothers Company Incorporated, poeta Jenni 
nationwide manufacturers of glass * Published by Prentice-Hall Inc., Englewood Acco 

containers, closures and other products, | Cliffs, N. J. $4.95. York 
leases automobiles from WHEELS, | forme 
Inc. This saves valuable Ball Bros. cash | AUTOMATION IN BUSINESS vs? b 
for inventory, for expansion, for * ar 
working capital. Ball Bros. knows that | AND INDUSTRY chairt 
leasing from Wheels costs less than | Eugene M. Grabbe, Editor ances 
ownership, and they are positive | ai 
haem | The book is based on a series of lec- ei 

| tures given by a number of prominent man 
Hard-hitting Ball salesmen make their hundreds | engineers and scientists at the University Poet 
of daily calls in a new Chevrolet or other | of California and it supplies information aspect 
late-model, perfectly maintained Wheels | in detail on the fundamentals of automa- tion 
automobile. Ball Bros., a Wheels client for ten | tion, new developments and automation undet 
years, is one of many nationally-famous firms | ip = or of automa- similz 

' : . ion system applications. 

that lease vehicles from Wheels on a regular basis. | The eat San “ga ae ee Bee 
| back control theory, instrumentation, ana- sutho 
| logue and digital computation, and date gome 
| of processing are now becoming inte- nume 
| grated as automation is applied on a broad Th 
| scale to control systems. Dona 
Emphasis is placed on those applica- C. Cc 
| tions of control systems which can per- Pilie, 

| form both complex control functions and Stoy, 
Wheels Inc. leases more than 9,000 cars and | ets: pracaning, treast 
trucks to American business on programs err by John Wiley & Son, Inc., 440 nek 
designed to fit individual needs. | Fourth Avenue, New York 16, N. Y. $10.00. Annt 
@ RELEASE OF CAPITAL ( 
@ FLUID INVENTORY DOLLARS A DICTIONARY FOR — 
@ SPOT JOB ASSIGNMENTS ACCOUNTANTS* oa 
@ PLANT EXPANSION : staik 
@ CREDIT LINE EXTENSION By Eric L. Kohler aye 
©@ SMOOTHER CASH FLOW The second edition of this reference the re 
TODAY work is revised to include over 300 new organ 
N es terms, bringing its total definitions re- pictur 
SEND couPo lated to Abi a to more than 2,500. asked 
for more details from your Wheels representative Where necessary, all definitions have appea 
indie taacacaaiamaaba ™ sagt 5 rate ie ie elegecsich > at been modified and extended to make and 1 

! We are interested in more details them conform to current usage and 
i on a Wheels leasing plan. wherever appropriate, the author in- ~~ 
: cludes a synopsis of the term to explain x! 
. accounting concepts and applications We 
and give the various shades of meaning ” 
\ 1 6200 N. WESTERN AVENUE as used in different fields and situations. wai 
4 i CHICAGO 45, ILLINOIS os : aes 

i ; HOLLYCOURT 5-8600 * Published by Prentice-Hall, Inc., 70 Fifth 60 
Sa es e's es aw 0 ems es Os v0 en sn ne nm ee mp csi Ave., New York 11, N. Y. $10.00. = 
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Jennings Elected New 
President of AICPA 


Alvin R. Jennings, CPA, partner in 
the New York office of the accounting 
firm of Lybrand, Ross Bros. & Mont- 
gomery, was elected president of the 
American Institute of Certified Public 
Accountants at their 70th Annual Meet- 
ing recently held in New Orleans. He 
succeeds Marquis G. Eaton, CPA, of 
San Antonio, Texas, as president. 

A member of AICPA since 1935, Mr. 
Jennings has served on its executive 
committee and council. He is a former 
chairman of the organization’s commit- 
tees on budget and finance; cooperation 


with bankers; relations with SEC;. 


auditing procedures; and the subcom- 
mittee on cost principles. 

A graduate of Pace College, Mr. 
Jennings is a member of the American 
Accounting Association and the New 
York State Society of CPAs. He is a 
former vice president and member of 
the board of directors of the Society. 

Mr. Jennings is currently serving as 
chairman of the committee on griev- 
ances appointed by the Regents of the 
Education Department of the State of 
New York and he has served on a 
special committee appointed by Chair- 
man Howrey of the Federal Trade 
Commission to study the accounting 
aspects on the matter of cost justifica- 
tion defenses available to respondents 
under the Robinson-Patman Act and 
similar legislation. 

Mr. Jennings is a former director of 
the United Medical Service. He is co- 
author of the latest edition of ‘‘Mont- 
gomery’s Auditing” and has written 
numerous technical articles. 

Those elected as vice presidents were: 
Donald J. Bevis, CPA, Michigan; Roy 
C. Comer, CPA, Washington; Louis H. 
Pilie, CPA, Louisiana; and John M. 
Stoy, CPA, Washington, D. C.; and as 
treasurer, John B. Inglis, CPA, New 
York City. 


Annual Report Questionnaire 
Surveys the Stockholders 

Topp Industries enclosed a question- 
naire with its annual report mailed to 
stockholders. Stockholders were requested 
to give their views on various features of 
the report such as the president’s message, 
organization chart, financial statements, 
pictures, and graphs. Readers were also 
asked to comment on readability, general 
appearance, and the amount of essential 
and nonessential information. 


XEROGRAPHY EXPERTS 


We can make XEROGRAPHIC PLATES for 
you. We can also MULTILITH your office 
forms, charts, manuals. SAME DAY SERVICE 


KENT 


60E.11th St. GR7-3133 New York3,N.Y. 














THE CONTROLLER * DECEMBER, 1957 








Xerox’ COPY FLO® continuous Printer 


Makes dry, positive prints from originals, or roll microfilm, 
in sizes up to 11” wide, at the rate of 20’ a minute. 
SETS NEW STANDARDS OF SPEED AND ECONOMY 


The Copyflo Continuous Printer represents a revolutionary advance- 
ment in the universally accepted, dry, electrostatic, photo-exact 
process of xerography. 

In the Copyflo unit the xerographic process is continuous and 
automatic, incorporating all necessary steps in one complete cycle. 
High quality prints of engineering drawings and other documents 
are made quickly and economically. 

Available in three models for specific applications. 


COPYFLO MODEL No. 1. 
Reproduces single copies continuously, up to 11” wide, from 35mm 
or 16mm roll microfilm. 


COPYFLO MODEL No. 2. 
Reproduces single copies of opaque or translucent originals, at ratios 
from 46% to 200% of original, to a maximum copy width of 11”. 


COPYFLO MODEL No. 3. 

Combines all features of Models No. 1 and No. 2 and is interchange- 
able from microfilm to original document operation and vice versa 
by a single control lever. 


WRITE for further information about the 

Copyfio Continuous Printer—the new dimension SA LOI Dp 
in copying from originals or roll microfilm. 

THE HALOID COMPANY xX 

Dept. 164X Rochester 3, New York = ROX: 
Branch offices in principal U.S. cities and Toronto 


603 








The Cost of Staying in Business 


(Continued from page 577) 


For each dollar of gross sales in 1956, 
U. S. Steel showed an unrecovered cost 
of plant fixtures equivalent to 45¢. 
Union Carbide showed, as a similar 
figure, 54¢. Greenfield Tap and Die 
showed 24.3¢. Chapman Valve showed 
22.8¢. United States Envelope showed 
22.6¢. A. G. Spaulding, most of whose 
real estate holdings, however, are 
leased, had unrecovered plant account 
costs of 15.5¢ per dollar of 1956 sales. 
Raytheon, a giant in electronics, showed 
only 8.5¢. 





BANK 
VAULT 


In 6 months will have a 17’ 7” 
x 9 7” basement vault avail- 
able in Avon, Conn. on Rte 44 
about 14 miles west of Hart- 
ford. Interested in sole use ne- 
gotiations. 


THE 


SIMSBURY BANK 


& TRUST COMPANY 
Telephone: OL 8-4447 


Simsbury, Connecticut 











ACCOUNTING & FINANCIAL 


PERSONNEL 


FOR U.S. & OVERSEAS POSITIONS 
No employer responsibility for fees 

CONTROLLERS 4 
ACCOUNTANTS 4 
AUDITORS 4 
BUDGET ¢ 
COST ¢ 
DATA PROCESSING 4————— 
SYSTEMS ¢ 
TAX 4 


HANLEY 


ACCOUNTING PERSONNEL 
50 CHURCH ST. NEW YORK 7, N. Y. 
(agency) 

JOHN F. HANLEY WILLIAM J. HANLEY 


Over twenty-five years of controllership 
and accounting responsibility 
































Prior to my study of this matter, I 
would have supposed that the percent- 
ages which I have cited would be 
considerably higher than those prevail- 
ing a decade ago. Generally speaking, 
nevertheless, that supposition has not 
been supported in fact. Whereas the 
trend has indeed been upward, it has 
not been startlingly so, and, except for 
Union Carbide, not even convincing. 

United Elastic expended during the 
11 years ending 1956, for “plant addi- 
tions,” a total equivalent to nearly 7% 
of total sales for the period, and of this 
only slightly over 37% was provided 
by depreciation accruals. Disregarding 
its purchase of Amco in 1948, Green- 
field Tap & Die expended during the 
nine years ending 1956, for new facili- 
ties, a total equivalent to 3.6% of sales 
for the period, of which approximately 
80% was provided by depreciation 
accruals. Chapman Valve, for the six 
years ended 1956 invested in new facili- 
ties 2.3% of each dollar of sales, and 
of this 93% was accumulated by de- 
preciation accruals. However, Chapman 
Valve very frankly relates that its ex- 
penditures for repairs and maintenance 
exceeded investment in new facilities 
by some 73% for the last six years. 
Neither U. S. Envelope nor A. G. 
Spaulding have publicized their ex- 
penditures on facilities, but it is inter- 
esting to note that they have both in- 
creased their depreciation provisions 
materially during recent years to the 
point that both are today accruing ap- 
proximately 1.8% of their sales to 
depreciation reserves. A decade ago 
they were accruing only 1.25% and 
.6% respectively. 


“REPAIRS—CAPITAL OR EXPENSE?” 

I have mentioned the heavy expendi- 
ture for repairs and maintenance by 
Chapman Valve. It happens that that is 
the only company whose reports I have 
scrutinized which has divulged such a 
figure. Nevertheless, in discussing these 
problems with many current and pro- 
spective clients, I have gained the im- 
pression that this condition may not be 
entirely unique to Chapman Valve. 
This impression is fortified by the great 
many requests that have been made for 
the recently issued bulletin of the Ameri- 
can Appraisal Company, entitled, ‘‘Re- 
pairs—Capital or Expense?” 

In the machine tool manufacturing 
industry, particularly, I have heard it 
said a large proportion of necessary re- 
placements are the result of individual 
machines simply wearing out and that 
obsolescence due to improvements in 
design, etc., are of lesser importance. 
One such manufacturer has stated that 
they are themselves rebuilding standard 
machine tools at costs materially less 
than a new tool would cost. The same 
gentleman stated that many of their 





customers were returning some very old 
machines to them for similar repairs 
and/or rebuilding and that they are 
able to return to the customer a ma. 
chine almost fully as good as their new 
product, yet at substantially lower cost, 
Another machine tool manufacturer has 
told me that in their plant they are still 
using a battery of identical machines 
which have been performing their same 
specialized function for actually more 
than 100 years, and he states that there 
is no replacement of which they know 
which could do the work any better or 
cheaper! 

As you all know, the average life for 
machine tools of all sorts, as suggested 
by Bulletin F, is 17 to 20 years, 
Whether or not repairs and rebuilding 
of machines whose initial costs have 
been fully recovered should be treated 
as an expense or capital item will be a 
decision on which conscience and tax 
considerations may both have considerable 
bearing. 


STAYING IN BUSINESS 

That the costs of staying in business 
have risen is beyond discussion. Deprecia- 
tion as allowed by the tax laws has not— 
when measured over the entire life of 
depreciable property. It is the cost of 
inevitable replacements necessitated by 
both wear and tear and the need for keep- 
ing abreast of competition that have had 
the greatest impact on manufacturers. 

There is little reason to believe that the 
inflationary cycle will ever greatly reverse 
itself—in a democracy it is probably 
politically impossible to engineer a defla- 
tion. It has become the habit of our nation 
to expect that borrowings will be paid 
with dollars easier to obtain than were 
those of the original loan. It is to be 
hoped that new products and new methods 
of producing both the old and new at 
lower costs will continue to come on our 
national markets. I, for one, concur in the 
advertising slogan of Jones and Lamson, 
“The man who needs a new machine tool 
is paying for it now.” 

We in the appraisal profession do not 
make values nor should we attempt to 
predict them. We can simply reflect what 
present costs are or have been, estimate 
useful lives on the basis of past experi- 
ence and, projecting the results into the 
future, estimate the cost of current re- 
placements necessary to stay in business. 
This necessitates detailed property records 
with all costs, both historical and current, 
clearly recorded. A good property deserves 
a good property record—continuously. 





A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 


Consulting Engineers 
Park Building Yonkers, N.Y. 
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Guidebook of 
Personnel Policies Issued 


One of the most valuable assets of any 
enterprise, whether a large corporation or 
a small business, is its human resources— 
its personnel. To conserve and improve 
these resources, progressive Management 
has to keep developing new techniques, 
practices and procedures, which are placed 
collectively in the area of management 
known as personnel administration. 

Because the field of personnel admin- 
istration today embraces so many func- 
tions, it is difficult for a businessman to 
keep informed about all the developments 
in this area. To help overcome this dif- 
ficulty, Mutual Of New York has pre- 
pared a guidebook designed to aid large 
and small companies. 

The manual, entitled ‘Guidebook to a 
Modern Personnel Program,” touches 
upon 19 different areas or activities which 
require the establishment of personnel 
policies. Written policies, the booklet 
points out, are fundamental to a sound 
personnel program. Organization of the 
program, policies on hiring, how to handle 
terminations, how to handle grievances, 
and means of communication to employes 
are discussed. What services the company 
should provide employes, what is a fair 
vacation policy, which holidays should be 
allowed—these are some of the other ques- 
tions explored, with suggested solutions. 

The question of salaries, of interest to 
everyone, is examined and specific policies 
are suggested. Various facets of insured 
employe benefit plans are taken up, as are 
the use of performance ratings; job con- 
trol; factors to consider in making pro- 
motions and transfers; how to keep per- 
sonnel records; and training of employes. 

The booklet, prepared by MONY’s 
Personnel Division, is based on MONY’s 
experience with its own program for per- 
sonnel throughout the United States and 
Canada and draws also on the observations 
the company has made of many types of 
business organizations. Complimentary 
copies may be obtained by writing to 
Mutual Of New York, Dept. 13-6, 1740 
Broadway, New York 19, N. Y. 


Executive Vacation Practices 
Studied by AMA 


Company complaints that top executives 
do not take as much time off from their 
jobs as they should appear to be substan- 
tiated by a recent AMA study of executive 
vacation practices. Of 96 randomly se- 
lected members of top management sur- 
veyed by the AMA, 46 reported that they 
used less time than the total amount of va- 
cation allotted to them by their companies 
last year. Four of the 46 took no vacation 
at all. 

The most common reason given for not 
taking the full vacation time was “too 
busy” or some variation of this theme. 
Some of the other replies implied that 
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poor planning might have been a factor. 
The other reasons given varied widely. 
Lack of concern on the part of their 
company may have contributed to the fail- 
ure of some executives to avail themselves 
of their full vacation allowances. Only 
eight respondents reported that their com- 
panies required them to take their full va- 
cation while 14 executives said they were 
required by their firms to take at least 
some time off each year. A large number 
of the respondents, 72, reported that they 
were not required by their companies to 





and regularly on the job. 





If you are considering starting a 
plan of either of these types in your 
company—send for these free book- 
lets. The information will be valu- 
able to you. You will find that Con- 


‘Simplified Acceptance” now 
enables you to have an attractive 
CM PENSION TRUST 
or PROFIT SHARING 
RETIREMENT PLAN ona 


GUARANTEED ISSUE ~ 


Where there are between 25 and approximately 100 initial partici- 
pants, neither medical examinations nor conventional evidence of 
insurability will be required of individual applicants 65 or under 


take any vacation. 

To help relieve the pressure of business 
many of the executives participating in the 
survey were able to take an occasional day 
off. Some two-thirds of the respondents 
said they took a day here and there for 
pleasure or for personal business and that 
these days were not considered part of 
their vacations. Of the entire group, 51 
reported five or fewer such days off while 
nine of the respondents took six to ten 
days and two of them took more than ten 
days. 





Send for Valuable Free Booklets 


The purposes, advantages and operating methods 
of Profit-Sharing Retirement Plans are told in 

_ this 20-page booklet, and 18 pertinent questions 
about these Plans are answered. 


This 16-page booklet outlines the value of pen- 
sion trusts to employers and employees, tells the 
tax advantages and the requirements for gaining 
them, and gives examples of successful Connecti- 
cut Mutual Pension Trust Plans now in operation. 


necticut Mutual, a pioneer in pen- 
sion planning, can’ prepare pension 
and retirement programs with the 
flexibility and safety factors you 
need. Send for your booklets today. 


The Connecticut Mutual 


LIFE INSURANCE COMPANY : HARTFORD 





Hartford, Connecticut 


Connecticut Mutual Life Insurance Company 


C-12-7 


Please send me, without cost or obligation, the booklets checked below: 


a Pension Trusts ... Their Advantages to Employers and Employees 
[-] Some Questions and Answers about Profit-Sharing Pension Trusts 
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Announcing 
a digest of 


PRODUCTIVITY 
ACCOUNTING 


by 
Hiram S. Davis 


As a service to executives, desirous 
of keeping in touch with important 
business publications yet pressed for 
time, Controllership Foundation 
publishes a series of digests of im- 
portant business books. 


PRODUCTIVITY ACCOUNTING, 
published by the University of Penn- 
sylvania Press, presents a method for 
measuring the productivity of a busi- 
ness that is as useful in periods of 
rapidly changing prices as it is when 
prices are stable. An illustrative ap- 
plication of the method is given and 
the theoretical and practical diffi- 
culties are considered. Five uses of 
the technique are then discussed: 


1. Over-all measure of the effi- 
ciency of a firm 
2. Analytical audit of past per- 


formance 

3. Budget control of current 
performance 

4. Common-price financial state- 
ments 


5. Measurement of initial distri- 
bution of the benefits flowing 
from gain (loss) in the firm’s 
productivity. 


Copies of the 50-page digest 
available at $1.00 each from 


CONTROLLERSHIP 
FOUNDATION, INC. 


Research Arm of Controllers Institute 


Two Park Avenue 
New York 16, N. Y. 


Orders from nonmembers outside 
Continental U.S. and Canada 


must be accompanied by remittance 
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Aid to Education 

In late October 300,000 high school 
seniors in 14,000 high schools took quali- 
fying tests in the first hurdle of the 1958 
National Merit Scholarship Program. The 
7,500 seniors with the highest scores will 
enter the semifinals of the Merit Program 
where further selection will take place 
and the actual winners of the scholarships, 
expected to exceed 800, will be an- 
nounced around May 1958. 

The nationwide competition is con- 
ducted by the National Merit Scholarship 
Corporation in behalf of companies, foun- 
dations, professional societies and indi- 
viduals who sponsor the awards. More 
than $4 million in scholarships, including 
those granted by some 70 business and 
industrial companies, will be at stake for 
the 1958 scholarships. 


Company Communication 

Sears Roebuck is issuing a new type of 
house organ, The Sears World, aimed 
mainly at executives in the Sears organiza- 
tion. The company has many house organs 
but the new one is intended to tell its 
executives what prompts policy decisions 
and to give more than the spot news they 
get in their management memos. The 
Sears management hopes that the new 
publication will maintain high morale, re- 
duce executive turnover, and improve 
present management practices. 


This Electronic World 


A machine that can “speak” six lan- 
guages may be the next feat in the field 
of electronic computers. The National 
Science Foundation says scientists are ex- 
perimenting with computers dealing in 
words instead of numbers. 


@ 

Recently developed figures indicate that 

a firm must have over 100 clerical people 
involved with such things as preparing 
reports and keeping records up to date in 
order to be able to justify its own EDP 
system, according to Canning, Sisson and 
Associates. The figure of 100 clerks is 
based on the rather common policy that 
the system must pay for itself from clerical 
savings or the displacement of punched 
card equipment, and is not paid for by 
improved management controls. The fig- 
ure of 100 clerks is qualified to relate only 
to true EDP rather than the use of an 
electronic machine as part of a punched 


olen 


card installation and it is also based on 
electronic equipment which has been in 
use for some period of time. 


Corporate Dividends 

Cash dividends paid by firms issuing 
public reports rose 5% in September 
above the same month a year ago, accord- 
ing to the Commerce Department. The 
September dividend payments amounted 
to nearly $1.7 billion while payments for 
the first nine months of 1957 totaled $8.3 
billion, compared with $8 billion a year 
earlier. 


Automation at Work 

Electronic equipment to process checks 
automatically is expected to be available 
in two years, according to a spokesman 
for the American Bankers Association. 
The system would use magnetic ink to 
print a series of code numbers on the 
bottom of checks; the magnetic ink could 
be “read’”’ by the electronic equipment. 
Four basic units would generally make up 
an automated check-handling assembly 
line: An imprinter, to encode the mag- 
netic ink data on the checks; a proof ma- 
chine to perform such receiving tasks as 
checking deposit slips with checks; a 
sorter to distribute the documents in ac- 
cordance with the bank’s paper flow; and 
either a bookkeeping machine or com- 
puter to keep the account. The main deci- 
sion faced by bankers now is on the 
length of the line containing the magnetic 
digits and the shape of the characters to 
be used. 


Foreign Investments 

United States direct private investments 
abroad rose to a record high of $22.1 bil- 
lion in 1956, according to the NICB. The 
Board notes that U.S. investments abroad 
have increased by more than $10 billion 
since 1950. Investments in Canada ac- 
counted for more than one third of last 
year’s total and have more than doubled 
in the past six years. Increased petroleum 
investments in Venezuela have placed that 
country in second place with respect to 
total holdings, while the United King- 
dom, with large manufacturing outlays, 
was third. Petroleum investments ac- 
counted for almost one third of the 1956 
total and have increased close to $4 bil- 
lion in the past six years. Investments in 
manufacturing ranked a close second in 
1956 with 32% of the total. 
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Back to Normal 

Douglas Aircraft Co., Inc., has laid off 
60 engineers due to declining engineering 
work on DC-8 commercial jet liners. 
Douglas says it is the first time in about 
ten years that engineers have been re- 
leased. An additional number of engi- 
neers, probably around 60, may be tre- 
leased soon. 


Union Growth 

Some nine unions brought most of the 
additional members into organized labor's 
ranks from 1939 to 1953, according to 
the National Bureau of Economic Re- 
search. Union membership rose from 6.5 
million in 1939 to 16.2 million in 1953, 
with over half the increase in the UAW, 
Teamsters, Steelworkers, Machinists, Car- 
penters, Electrical Workers, Ladies Gar- 
ment Workers, and Hotel, Restaurant and 
Bartenders Union. 


Personal Income 

The average income of men in 1957 
rose to $3,600, a gain of $250 over 1955. 
The average income of women, as re- 
ported by the Census Bureau, showed no 
change from 1955 to 1956 at $1,100. 


Per Capita State Tax 

The average state tax burden, per 
capita, in the 48 states reached an all-time 
high of $86.75 for the year ended June 
30, 1957, according to Commerce Clear- 
ing House. This was an increase of $5.15 
over the record set in fiscal 1956 and it 
was also the first year on record that no 
state reported a per capita burden of less 
than $50.00. 


Charge It, Please .. . 

In 1958 the volume of small loans will 
increase by about 5%, or $250 million 
and by the end of 1957 families will have 
borrowed about $5 billion from loan com- 
panies, according to the National Con- 
sumer Finance Association. The foregoing 
figures do not include money borrowed 
from banks and other sources. 


Savings Preferences 

An FRB survey indicates that fewer 
people now want to buy U. S. Savings 
Bonds and more want to invest in stocks 
and real estate. Based on a survey made 
early in 1957, only 26% of consumers 
prefer savings bonds compared with 42% 
in 1954; deposits and savings accounts 
were preferred by 25% of those ques- 
tioned in 1957 compared with 22% in 
1954. The biggest gain in public favor 
was made by real estate, backed by 12% 
of those interviewed compared with only 
8% in 1954. Some 10% of the people 
preferred common stocks, compared with 
7% in 1954. The FRB survey, based on 
3,041 interviews, was chosen to represent 
a cross section of the United States. 





© CONTROLLERSHIP INFORMATION SERVICE 





An up-dated consolidation of information prepared by 
CONTROLLERSHIP FOUNDATION 
in response to recurrent queries on the problem of 


COMPANY-SPONSORED FOUNDATIONS 


With the approaching end of the calen- 
dar year—and, for many businesses, the 
fiscal year—this information becomes 
timely, particularly for organizations 
whose contributions have not reached the 
acceptable limits set by federal corporate 
income tax law. 

During the past decade, the use of 
company-sponsored foundations has _be- 
come a fairly common device for adminis- 
tering corporate contributions for char- 
itable purposes. 

In 1954 the Council for Financial Aid 
to Education questioned 366 large cor- 
porations on their contribution methods. 
Of those which replied, 36% had founda- 
tions through which contributions were 
channeled; 10% planned to set up a 
foundation and 9% had special funds. 

A foundation permits a company, 
within the limitations of federal tax laws, 
to coordinate a stable welfare program 
with long-range planning aimed at taking 
advantage of favorable tax situations. 
Contributions to the foundation can be 
large in years when company profits are 
high, smaller during less favorable times. 
Projects on which the contributions are to 
be spent however can be planned so that 
funds are distributed most judiciously 
and to the causes most important to the 
company. “Charitable” contributions in- 
sofar as the income tax regulations are 
concerned include financial support of re- 
ligious, educational, cultural, scientific and 





PERIODICALS 


“Giving So That It Counts,’’ August 18, 1956 
issue of Business Week, p. 46. 

“Corporate Gifts: Investment in the Future,” 
David Graham, Commerce, Vol. 52, No. 7, 
p. 15+. 

“Corporate Donations to Charity,” 
troller, November 1952. 

“Corporate Fund-Granting Agencies Increasing 
as Taxes Keep Rising,’’ The Controller, May 
1952. 

“How to Budget and Administer Company 
Contributions,” The Controller, March 1956, 
p. 132+. 

“Industry Support of Education—A Two-Way 
Street,” Philip D. Reed, General Electric 
Review, September 1955. 

“Needed: A Philosophy for Corporate Giving,” 
from an address by Richard Eells before the 
National Industrial Conference Board’s 
Management Seminar on Company Contribu- 
tions, The Management Review, April 1957. 


The Con- 


BOOKS 
“Corporation Giving,” F. Emerson Andrews, 
Russell Sage Foundation, New York, 1952, 
$4.50. (A digest of this book was published 
by Controllership Foundation in 1953.) 


RELATED READING 





THE CONTROLLER......... news 


research activities as well as of strictly 
welfare organizations. 

The chief “objection” voiced about the 
use of a company foundation for corpo- 
rate giving is that there is some loss of 
control over funds since cash handed to a 
foundation can never be recovered by a 
company. Yet, some of the funds can be 
made available for the corporation’s use 
—to the extent that the foundation could 
(a) invest in the sponsoring company’s 
securities, or (b) lend cash resources to the 
sponsoring company as an “outsider” and — 
following practice and going rates of the 
capital funds market. In these things, how- 
ever, care must be exercised not to disqual- 
ify, for state and federal tax purposes, the 
foundation as a “charitable” institution. 

Corporations which sponsor or which 
plan to sponsor charitable foundations 
will do well to vest executive direction of 
the foundation and particularly of grants 
made by the foundation with persons 
having had responsible experience in ad- 
ministration in research, education or 
social work. This could help attest the 
bona fides of a company-sponsored foun- 
dation as being truly an eleemosynary in- 
stitution should this ever be questioned by 
tax or legislative authorities. —HFK 

* * Pa 

A number of comprehensive studies on 
the subject of company foundations are 
available, among which the following are 
particularly thorough: 





“Corporation Giving in a Free Society,’ Richard 
Eells, Harper & Brothers, New York, 1956, 
210 pp., $3.50. 


“The Manual of Corporate Giving,” edited by 
Beardsley Ruml, National Planning Associa- 
tion, Washington, D. C., 1952, $6.75. 


“Operating Principles of the Larger Founda- 
tions,’” Joseph C. Kiger, Russell Sage Foun- 
dation, New York, 1954, 151 pp., $2.50. 


“Philanthropic Foundations,” F. Emerson An- 
drews, Russell Sage Foundation, New York, 
1956, $5.00. (This deals with the adminis- 
tration of foundations.) 


“Philanthropic Giving,’ F. Emerson Andrews, 
Russell Sage Foundation, New York, 1950, 
318 pp., $3.00. 


‘Public Accountability of Foundations and 
Charitable Trusts,” Eleanor K. Taylor, Rus- 
sell Sage Foundation, New York, 1953, 
231 pp., $3.00. 

“Tax Planning for Foundations and Charitable 
Giving,” W. L. Casey, J. K. Lasser and 


Walter Lord, Business Reports, Inc., Roslyn, 
N. Y., 1953, $12.50. 
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500,000,000 
PLUS! 


“ 


are you “budgeting” 





against your share 





of this loss? 


Probably not . . . for even though 
employee dishonesty “clips” Ameri- 
can business for more than half a 
billion dollars a year, 9 out of 10 
businesses are still unprotected 
against such losses. It’s an amazing 
oversight! 

Yet it’s so simple to protect your 
business—through employee bonds. 
Bonding companies reimbursed 
employers for insured losses of 
$20,000,000 last year alone! The 
cost? Just pennies a day per em- 
ployee .. .a modest amount you can 
budget—to lighten a loss your busi- 
ness might not otherwise survive! 


Don’t get caught unprotected. Call 
your American Surety Agent, be- 
cause he can do two things for you 
now: (1) He'll give you your copy 
of “Safeguards Against Employee 
Dishonesty in Business.” This valu- 
able booklet, prepared by the Amer- 
ican Institute of Accountants and the 
Surety Association of America, gives 
you practical suggestions on protect- 
ing your business. (2) He can have 
one of our Business Protection Spe- 
cialists help you plan a protective 
program against employee dishon- 
esty. 

But act now to build this impor- 
tant protection into your budget. 


Protecting American Businesses 
for over 70 years 


AMERICAN SURETY 
Com PA ny FIDELITY * SURETY * CASUALTY 


FIRE ° INLAND MARINE ° HOMEOWNERS 
ACCOUNTANTS LIABILITY ° AVIATION 


100 Broadway + New York 5, N. Y. 
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AOPSMEN ...... 


Co., Inc., Philadelphia, Pa. 
Reid has assumed the presidency of Stand- 
ard Paving & Materials Ltd., Toronto, 


serving as a national director of Control- 
lers Institute. . 


made president of Firestone Tire & Rub- 
ber Company of Canada, Ltd., Hamilton, 
Ontario, Canada. 





MR. REID 


PROMOTIONS .. . 


George R. Hill has been named execu- 
tive vice president of Curtiss-Wright 
Corporation, Wood-Ridge, N. J... . 
Equitable Gas Company, Pittsburgh, Pa. 
has named Charles J. Mulholland senior 
vice president and elected him to its 
Board. . . . Raymond F. Bradshaw was 
elected financial vice president and secre- 
tary of South Chester Tube Company, 
Chester, Pa. . . . Herbert R. Bloch, Jr., 
is now vice president and treasurer of the 
John Shillito Company, Cincinnati, Ohio. 
. . . George L. Schlegel is treasurer and 
controller of Herring-Hall-Marvin Safe 
Company, Cincinnati, Ohio. 


MR. CLEARY 





David A. Jones recently became presi- 
dent of his company, Stanley G. Flagg & 
Pere? Sele 


Ontario, Canada. Mr. Reid is currently 


.. T. M. Mayberry was 





MR. HILL 


MR. TODER 





NEW CONNECTIONS .. . 

Kenneth N. Beiriger has joined Ameri. 
can Electronics Inc., Los Angeles, Calif, 
as general controller. . . . Charles M, 
Skade has been appointed senior vice 
president-administration of Fuller & 
Smith & Ross, New York, N. Y. 


COMPANY CHANGES .. . 


Consolidated Edison Co. of New York. 
Inc., New York, has announced the nam- 
ing of John V. Cleary as vice president 


MR. MULHOLLAND 


and Emanuel Toder as controller. . . . 
Leo C. Simmons has assumed the responsi- 
bilities of assistant executive vice presi- 
dent-accounting of United States Steel 
Corporation, Pittsburgh, Pa.; he will be 
succeeded as vice president-accounting by 
Russell M. Braund. 


ADDITIONAL DUTIES .. . 


Howard H. Ward is now assistant treas- 
urer and controller, Ball Brothers Com- 
pany Incorporated, Muncie, Ind. . ,. 
William J. Smith was elected assistant 
treasurer of Stowe-Woodward, Inc., New- 
ton Upper Falls, Mass. and will continue 
as controller. . . . Aero Design & Engi- 





MR. SMITH 
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MR. MORRIS 


neering Company, Bethany, Okla., has as- 
signed the added duties of vice president 
to Budd Parks, previously secretary and 
treasurer. 

Robert F. Morris was recently elected as- 
sistant treasurer and controller of Don 
Baxter, Inc., Glendale, Calif. . . . George 
M. Miller recently became assistant treas- 
urer and controller of Whitney Chain 
Company, Hartford, Conn. . . . John R. 
Janssen of Wolverine Shoe & Tanning 
Corporation, Rockford, Mich., is now sec- 
retary, treasurer and controller. 


NEW APPOINTMENTS .. . 

Robert F. Bruder, executive vice presi- 
dent-finance of International Telephone 
& Telegraph Corporation, New York, was 
elected to the Board of American Cable 
& Radio Corporation, an associate of 
IT&T. . . . Jennings A. Snider, secretary 
and treasurer of Julius Garfinckel & Co., 
Inc., Washington, D. C., was elected to 
his company’s board of directors. Mr. 
Snider is currently serving as president of 
the District of Columbia Control of CIA. 


RETIREMENT ... 

Keith Powlison, who joined Armstrong 
Cork Company, Lancaster, Pa., as a sales- 
man in 1922, retired as vice president and 
secretary of the company in October. Mr. 
Powlison is author of ‘Profits of the Na- 
tional Banks,” co-author of “Banking Ra- 
tios,” and a contributor to Harvard Busi- 
ness Review, THE CONTROLLER, Sales 
Management, and business and account- 
ing journals. 


SPEAKERS ... 
George Moller, treasurer. director, 
Robertson-Irwin Ltd., Hamilton, On- 


tario, Canada, spoke at a recent meeting 
of the Canadian Electrical Manufacturers 
Association as well as at a finance man- 
agement seminar of the American Man- 
agement Association. . . . A. D. Harder, 
vice president and head of the investment 
department for Southwestern Life Insur- 
ance Co. of Dallas, Texas, was guest 
speaker at a recent luncheon meeting of 
the Houston Board of Realtors. Mr. Har- 
der, who has taught life insurance at 
Southern Methodist University, is a past 
president of the Dallas Control of Con- 
trollers Institute of America... . Marion 





MR. SNIDER 





MR. SIMPSEN 


H. Simpsen, controller of R. G. LeTour- 
neau, Inc., Longview, Texas, addressed 
the Dallas Chapter of the National Asso- 
ciation of Accountants on the subject of 
“The Accountant’s Production: Reports.” 

Earl A. Matheny, controller and secre- 
tary, Jenkins Music Company, Kansas 
City, Mo., participated in the fourth an- 
nual Institute of Accounting held by the 
University of Colorado. Mr. Matheny’s 
paper was entitled “A Case Study in 
Methods and Procedures... . . A. J. Am- 
mon, vice president and comptroller of 
American Book-Stratford Press, Inc., 





Obi 





VERL L. 





tuary 


New York, recently presided at an open 
meeting of the Committee on Cost Ac- 
counting and Inventory Methods of the 
New York State Society of Certified Pub- 
lic Accountants during which the subject 
of price discrimination under the Robin- 
son-Patman Act was discussed. 


HONORS TO... 

James S. Howard who was the recipi- 
ent of the Paul G. Hoffman Award for 
1957 at the Graduate School of Credit 
and Financial Management sponsored at 
Dartmouth College by the National Asso- 
ciation of Credit Men. 

Merle V. Stone, vice president and 
comptroller of American National Bank, 
St. Paul, Minn., who has been elected 
director of District Six of the National 
Association of Bank Auditors and Comp-.- 
trollers, 1957-1958. . . . Harry E. Kel- 
logg, secretary and treasurer, Leslie Salt 
Company, San Francisco, California, who 
has been elected president of the Tax 
Executives Institute for the current year 
and a member of the Board of Directors 
of the Corporate Secretaries group. 





ELLIOTT 


Ninth President of Controllers Institute 


VERL L. ELLIOTT, ninth 
president of Controllers In- 
stitute of America and con- 
troller for more than 30 
years of the Atlantic Refin- 
ing Company, Philadelphia, 
Pa., died while commuting 
to his office on October 25, 
1957. He was 63. 

A graduate of the Wharton 
Evening School of the Uni- 
versity of Pennsylvania, Mr. 
Elliott had been with Atlantic since 1921 
and had served as controller since 1926. 
Nationally prominent in the field of ac- 
counting, he was recognized as the orig- 
inator of the LIFO system of valuing 
inventories which is used throughout in- 
dustry today. During World War I he 
served in the Ordnance Department of 
the U. S. Army, working on large cost- 
plus government war contracts in the 
Delaware, Pennsylvania, and New York 
areas. He was active in many business, 
civic and social organizations in Philadel- 
phia and in nearby Paoli, where he lived 
on a 165-acre farm. 

Holder of certificate #341 in Control- 
lers Institute, by virtue of election in 
1934, he served as president of the Phila- 


THE CONTROLLER............-. 





delphia Control in 1937. He 
also served as a director of 
the Philadelphia Chapter of 
the National Association of 
Cost Accountants and was the 
first president of the Phila- 
delphia Chapter of the Na- 
tional Office Management As- 
sociation, of which he was a 
past national director. He 
took an active part in the 
work of the Committee on 
Uniform Methods of Oil Accounting of 
the American Petroleum Institute and was 
chairman of the committee for three years. 
He was a member of the Accounting Com- 
mittee of the Oil Code Authority (Plan- 
ning and Coordination Committee) in the 
NRA days. 

At his death, Mr. Elliott, who served as 
national president of Controllers Institute, 
1940-1941, was an honorary life member 
of CIA. He was awarded the first Certifi- 
cate of Appreciation by the API in 1951. 
He was a member of the Union League of 
Philadelphia, president of the Great Val- 
ley Association of Paoli, president of the 
Zoning Board of Tredyffrin Township, 
Pennsylvania, and first president of the 
Quaker City Farmers, an organization of 
175 city farmers in the Philadelphia area. 
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manpower, inc. 
trouble-saver 











When year end financial and 
tax reports, inventories, and 
other special jobs interrupt your 
office routine, call Manpower, 
Inc. We'll send our trained 
employees to do statistical 
typing, calculating and 
inventory work, or we'll do this 
work in our office. 

Your regular work goes on 
uninterrupted. 


Write for FREE 
“Controllers Idea Newsletter’ 


manpower, Inc. 


805 N. Plankinton Ave., Milwaukee, Wis. 
OVER 100 BRANCH OFFICES COAST-10-COAST 








American Appraisals 
eliminate “Ghosts” in 


property accounts 


An American Appraisal original cost 
study and check of physical assets 
often reveal items of property dis- 
posed of, but not eliminated from 
property records — affecting costs, 
profits and taxes. 


The 
AMERICAN 
APPRAISAL 


Company 
leader in property valuation 


HOME OFFICE: MILWAUKEE 1, WIS. 





610 





Cost Relationships—A Package Theory 


(Continued from page 584) 


In the process of allocating cost pack- 
ages to a cost unit, it quickly becomes ap- 
parent that the cost packages must array 
themselves into two groups: 

1. Those which are purchased and/or 
consumed specifically for the cost unit 
being measured—i.e., direct costs. 

2. Those which are purchased and/or 
consumed for the benefit of other cost 
units as well as the cost unit being meas- 
ured—i.e., indirect costs. 

We might say, referring again to Fig- 
ure 1, that a cost package which is pur- 
chased and/or consumed in smaller quan- 
tities than is required by a particular cost 
unit is d/rect to that cost unit. An exam- 
ple of this is the very small package of 
direct labor or direct materials applied to 
the larger item, one unit of product. A 
cost package which is purchased and/or 
consumed in larger quantities than is re- 
quired for a particular cost unit is an 7n- 
direct cost to that cost unit. An example 
of this is the very large package of total 
plant, or a building, or a machine, which 
must be applied to the much smaller 
item, one unit of product. 

A particular cost package, then, is di- 
rect or indirect only as it is considered 
with reference to a particular cost unit. 
There is no such thing as a cost package 
which by itself is direct or indirect. The 
only justification for using the term “‘di- 
rect materials” or ‘direct labor’ is that, 
through general usage, these terms have 
come to imply what they do not say: “Di- 
rect product material costs,” arid “direct 
product labor costs.” The factor of ob- 


solescence may make something we pur- 
chase as direct materials a loss because it 
is never consumed by a product cost unit, 
A pera of costs that we gg as 
direct labor may become indirect labor 
idle time if we have no product cost units 
against which to allocate that cost pack- 
age. 

The so-called direct materials and di- 
rect labor are consumed, of course, in 
such small packages that they are direct 
to most of the cost units to which they 
would generally be allocated. The impli- 
cations of the terms, however, must be 
borne in mind when it is considered that, 
technically, coal is a direct material to the 
cost unit “power which, except in a 
power plant, is not generally considered 
to be a product. Printed forms may be a 
direct material to a distribution activity, 
and any labor worked within one depart- 
ment is direct labor to that department. 

Figure 4 illustrates this relationship of 
the size of cost packages to the size of cost 
units. Note that direct product material 
and direct product labor cost packages 
are direct also to each of the successively 
larger cost units within which the cost 
packages were consumed. Administrative 
salaries are direct to a plant, branch or 
division as well as to the company as a 
whole. Top executive salaries are direct 
costs only to the company as a whole. 


SUMMARY 

Business costs are purchased in pack- 
ages which are small or large in relation 
to: 


FIGURE 4 


Illustration of Directness of Costs as a Function 
of Size of Cost Package and Size of Cost Unit 
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1. The time over which they will be 
consumed. 

2. The number of people (manage- 
ment echelons) by whom such costs may 
be controlled. 

3. The products or services which they 
help create. 


Cost packages which are consumed 
quickly, such as an hour of direct labor, 
we consider variable because their con- 
sumption may be made to respond readily 
to changes in volume of production. Cost 
packages which are consumed slowly, 
such as a building, we generally consider 
fixed because their consumption is a func- 
tion of time rather than specific decisions 
to use or not to use. 

Costs, whose consumption is subject to 
specific decisions from day to day are con- 
trollable by those who make the decisions. 
These are the variable costs and they 
are generally controllable at low-manage- 


ment echelons. They may be said to have 
a high degree of controllability. Fixed 
costs, on the other hand, are largely the 
result of decisions of top-management 
echelons. They are relatively noncontrol- 
lable. 

Cost packages which are smaller than 
the products or services of which they 
are a part (direct materials used in a 
product, for example) are direct to such 
products or services. Many cost packages 
(manufacturing supervision, for example) 
are larger than any one unit of products 
or services. Their cost must be allocated 
to any one unit of product or service, and 
they are indirect to that unit. A cost pack- 
age may be direct to one cost unit, but in- 
direct to another. For example, a fore- 
man’s salary is a direct cost to the depart- 
ment in which he works, but an indirect 
cost to the product manufactured in that 
department. 


Business Failures Surveyed by D & B 


During the first six months of 1957, 54 
out of every 10,000 business concerns 
failed with losses to creditors. These fail- 
ures, which rose in 1956 and 1957, have 
not kept pace with the upsurge in the total 
business population according to Dun & 
Bradstreet. The Dun & Bradstreet survey 
indicates that more than half of the fail- 
ures occur in businesses that have been in 
existence for five years or less but that the 
proportion of “‘younger’’ failures has been 
declining steadily in the past years, with 
the exception of 1956. At the same time, 
however, the toll among businesses aged 
ten years or more has increased almost 
steadily which might indicate that expe- 
rience may not necessarily come with age. 
In size, failures are relatively small and 
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some 63% of the closings in the first six 
months of 1957 had liabilities of less than 
$25,000 and only 0.4% had losses rang- 
ing around $1 million. 

Among retailers, the highest 1956 fail- 
ure rate was 211 per 10,000 for infants’ 
and children’s wear stores and the next 
highest rate, 158 per 10,000, was for 
women’s ready-to-wear stores. The low 
rate was 20 per 10,000 for farm equip- 
ment retailers. For manufacturers, the 
highest 1956 failure rate was 232 per 
10,000 for furniture manufacturers while 
leather and shoe manufacturers and ap- 
parel manufacturers were runners-up with 
failure rates of 75 and 144, respectively. 
Stone, clay and glass manufacturers 
showed the lowest rate with 30 per 10,000 
firms. 


SERVICE 


Accounting & Financial Management | 


Mature man with sound background in industrial accounting, 

auditing and corporate finance now has exceptional opportunity | 
to assume real responsibility in our overseas operations. Age 
32-40. College graduate. Foreign experience not necessary but 
helpful. Immediate assignment subsidiary auditor headquarters 
Akron with opportunity to advance to comptroller at foreign 
manufacturing plant within two to three years. Require man with 
desire and potential to advance to general manager with full 
responsibility all financial, manufacturing and selling activities 
at such plant. Excellent starting salary. If you are qualified, write 
now giving full information as to your background for this im- 
portant position. Your reply will be held in complete confidence. 


J. S. Heuss, Personnel Director | 
| 


FIRESTONE TIRE & RUBBER COMPANY 
1200 Firestone Parkway 


Akron 17, Ohio 
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Record Controls’ 
skilled staff is 
prepared to 
study your office 
routines and 
co-ordinate 
your records 
system, recom- 
mending proper 
equipment and 
machines to 


do the best job. 





RECORD CONTROLS, INC. 
CHICAGO e 2095S. La Salle Street 
NEW YORK e _— 60 East 42nd Street 





EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to 
THE CONTROLLER 
Two Park Avenue, New York 16, N. Y. 
Replies will be forwarded. 





SITUATIONS WANTED 





CPA-TAX ATTORNEY 
desires to assist overburdened controller on 
temporary or part-time basis in the New Eng- 
land area. Box 2290. 


CPA 
will purchase individual accounts or entire 
accounting practice Boston and vicinity. Box 
2291. 

INSURANCE ADMINISTRATOR 
Presently employed by multiplant manufac- 
turer devoting my full time to the adminis- 
tration of the insurance and pension pro- 
grams. Seven years’ experience in the 
procurement of all types of insurance; do- 
mestic, foreign and group. Have been suc- 
cessful in developing complete tailor-made 
protection at a considerable savings for 
parent company and domestic and foreign 
subsidiaries. Previous experience as chief ac- 
countant and office manager very helpful in 
present assignment. Age 45, married, two 
children. Most willing to relocate. Box 2300. 


CONTROLLER 
ASSISTANT CONTROLLER 

Fifteen years’ experience in industrial ac- 
counting; supervisory and staff positions in 
cost accounting, budget department, systems 
and procedures, taxes and controllership. 
Strong on organization and simplification. 
CPA. Desires midwest location. Resume on 
request. Box 2301. 


CONTROLLER 
CONTROLLER ASSISTANT 
OR STAFF 

Three years top financial executive medium- 
sized commercial manufacturing companies; 
over ten years installing and developing cost 
systems and control reports utilizing stand- 
ards and electronic equipment in major com- 
panies engaged in electronic engineering and 
manufacturing under government contracts. 
Member CIA; above college level education; 
43. Presently reside in and desire a Western 
location. Box 2302. 





NOTE: THE CoNTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 











Pattern Bargaining: 





Pace Setters, Industry- and Area-wide 


Summary of a talk by Burton A. Zorn, partner, Proskauer Rose Goetz & Mendelsohn, 
New York, before a session on “Bargaining Pressures on Wages” 
at the National Industrial Conference Board’s 41st Annual Meeting, New York. 


HE TERM “pattern bargaining’ does 

not in and of itself reflect the type of 
bargaining involved between an industry 
or a company and a union or unions, but 
rather the effect that a particular settle- 
ment may have industry-wide, area-wide, 
or even nation-wide. For instance, bar- 
gaining may take various forms: industry- 
wide bargaining (peculiar probably to the 
coal industry) ; industry-wide bargaining 
on an area basis (paper and pulp on 
Pacific Coast); area-wide bargaining 


| (San Francisco Employers’ Council in 


which various industries and various 
unions negotiate) ; association bargaining 
(brewing industry, AFL Building Trades 
Council) ; company-wide bargaining (rub- 
ber workers and larger rubber com- 
panies) ; and local bargaining. 

Although the term “‘pattern bargain- 
ing’ has been referred to as one of the 
types of bargaining possibilities con- 
sidered above, that breakdown probably 
is technically incorrect. Incorrect, because 
in so far as the law of labor relations is 
concerned, pattern bargaining is not a 
recognized bargaining form, but rather 
bespeaks the effect a negotiated settle- 
ment in one case may have on other com- 
panies in an industry or on employers 
generally. 

Aside from the technical aspects of 
definition considered above, does this 
“pattern effect’ of particular kinds of 
settlements have an important bearing on 
what employers will pay at any particular 
time or at any particular place and is it 
an important inflationary condition? 

Before moving into the economic re- 
sults of pattern setting negotiations, is 
this type of thing healthy in a free 


| economy? 


| and considerations; it 


In the first place it is contrary to the 
fundamental concept of collective bar- 
gaining. In fact, for the companies which 
absorb the pattern, it is not bargaining 
at all. The company which either know- 
ingly participates in or is inevitably 
caught in the ‘‘pattern,” forfeits the op- 
portunity to take heed of local problems 
is drawn away 
from the needs and desires of its own 
employes and inevitably and unfortu- 
nately loses contact with the local pulse 
which places the company at a disad- 
vantage in its entire relationship with the 


| union and its employes. 


| 


\ 






Patterns resulting from collective bar- 
gaining must be viewed from at least two 
aspects: (1) from the point of view of the 
pace setter, the large company whose de- 


cision on how much it will pay and what 
fringe demands it will concede will have 
far-reaching effects; (2) from the vantage 
point of the smaller company which jis 
confronted with a fait accompli. 

It probably is a truism that the smaller 
company cannot absorb the same annual or 
periodic increases in cost that the industry 
leaders may be able to carry. If they are 
forced to “go along,” these companies 
most likely are (1) traveling the road to 
their own destruction, or (2) at least re- 
ducing their own competitive position in 
the industry (the automobile industry, for 
example). An effort should be made by 
these smaller companies to convince the 
labor unions and their own employes that 
it is to their mutual advantage to bargain 
collectively and independently not only 
to make bargaining meaningful, but as a 
preservative of their own self-interests, 
This requires not only forceful, coura- 
geous and dynamic management, but re- 
sponsible union leadership as well. Both 
management and labor must be willing to 
recognize the ultimate good rather than 
immediate political expediency. 

The larger company cannot be expected 
to wage this fight. From a purely selfish 
point of view it may be advantageous for 
them to have the smaller companies in the 
industry “pay big.” In the last analysis this 
may not be smart and it may not be in- 
tentional, but it is an economic factor of 
life that the smaller companies must con- 
sider. While this element remains in the 
background, it is likely that the smaller 
companies are paying more than their po- 
sition warrants and on the point of this 
discussion are unwittingy a party to a 
wage spiral. 
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PROVIDING FACTS AND FIGURES } 
FOR COLLECTIVE BARGAINING 


It gives the basic and unchanging points 
on: Who should be the company nego- 
tiator; how to keep and use records; how 
to prepare ‘fact books’; what financial 
implications are involved in pensions; 
how to determine the base period; what 
subjects to present at the bargaining table; 
how to avoid inconsistency in interpreting 
facts: what form to use to present facts. 


$5.00 


($3.50 to members of Controllers Institute 
of America) 


CONTROLLERSHIP FOUNDATION 
Two Park Ave., New York 16, N. Y. 
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THE CONTROLLER, Volume XXV—1957 | 


SUBJECT AND TITLE INDEX 





The following index of articles and other materials which have been presented in the columns of THE CONTROLLER in the twelve issues published 
during 1957 is presented with the thought that it will facilitate reference and make the material quickly available for study. 


Accountants: 
Computer operators needed, July 339 
CPA's responsibility may be enlarged, Sept. 
457 
Machine accountants, expanding the supply 
of, Gerighty, July 338 
Accounting: 
Accounting fer company-owned planes, Fos- 
ter, Dec. 568 
Accounting trends and techniques (AICPA 
pub.), May 243; Dec. 593 
Cost control in the paint industry, Davison, 
April 159 
How to get the best junior accounting per- 
sonnel, Savage, Sept. 438 
Inflation in business, Spacek, Dec. 578 
Kester, Roy B., named to accounting hall of 
fame at Ohio State, June 300 
NRDGA recommends item costing in retail 
merchandising, April 198 
Ohio State University, annual institute on, 
April 185; June 300 
Planning and control in machine accounting 
installations, Newman, Jan. 9 
Railroad accounting practices, changes pro- 
posed in, Jan. 40 : 
State accounting and auditing in Illinois, 
new concepts for, Morey, June 280 
Statistical techniques for financial planning 
and forecasting, Vazsonyi, May 216 
Systems planning for computer applications, 
Levin, April 165 
Whole-dollar accounting studied, Dec. 592 
Advertising: 
Charging advertising expenses, May 240 
Advisory Council on Federal Reports: 
Financial management in government, Feb. 
ss 
Advisory Council to aid revision of U.S. ex- 
port classification, Mar. 136 
Analysis and control of a cash flow system, 
Kellogg, Oct. 486 
Annual Reports: 
Annual reports surveyed, Feb. 86 
Financial public relations, Mar. 126 
Newspapers carry Pfizer’s annual report, May 
232 


Annual reports surveyed, Feb. 86 
Approach to selecting economic buying quanti- 


ties, Lang, Mar. 111 


Automation: 


Pace conference, April 180 

See research notes—all issues 

We're easing into automation, Kelley, Feb. 
66 


Book Reviews: 


Accounting reports for management, Lewis 
(Francis), July 348 

Accounting trends and techniques, 1956 ed., 
May 243 

Automation in business and industry, Grabbe 
(Ed.), Dec. 602 

Business forecasting in practice, Abramson 
and Mack (Caplan), May 242 

Business reports: Investigation and presenta- 
tion, Anderson, Saunders, Weeks, Sept. 
447 

Case studies in records retention and control, 
May 243 

Commercial credit and collection practice, 
Irons and Bellemore, Aug. 399 

Common sense in business: a digest of man- 
agement procedures, Gray, Jan. 39 

Company investigations of automatic data 
processing, Laubach (Klion), Aug. 398 


Browne, Dudley E., 


Corporate debt and the stockholder, April 
179 

Cost accounting and control, Gillespie, Sept. 
447 

Cost data for the management of railroad 
passenger service, Ladd, Sept. 447 

Credit manual of commercial laws, Mar. 138 

Dictionary for accountants, a, Kohler, Dec. 
602 

Digital computer programming, McCracken, 
July 351 

Factors in effective administration, Summer, 
Mar. 139; Aug. 399 

Group life insurance, Gregg, Sept. 447 

How they handle their personnel, Barton, 
Sept. 447 

How to solve management problems, Cerami, 
Dec. 602 

Law of accounting and financial statements, 
Hills, Mar. 138 

Machine tool leasing, Treynor and Vancil 
(Brennen), Oct. 502 

Management accounting for profit control, 
Keller (van Pelt), Sept. 446 

Management accounting: Text and 
Anthony, Mar. 139 

Management guide to electronic computers, 
a, Bell, Dec. 601 

Management planning and control: The H. J. 
Heinz approach, April 179 

Manual of excellent managements, 1956, 
American Institute of Management, Feb. 
84 

National income accounts and income analy- 
sis, Ruggles and Ruggles, July 351 

Personnel management: Principles and prac- 
tices, Northcott, Oct. 504 

Primer to the automatic office, 
Dresser, Wyman, Alden, Mar. 138 

Principles of accounting, Finney and Miller, 
July 351 

Professional ethics of certified public ac- 
countants, Carey (Herz), June 298 

Records retention and control: Case studies 
of 13 corporations, Controllership Foun- 
dation, July 351 

Reporting foreign operations, 
(Devlin), April 178 

Retail merchandise accounting, Bell, Mar. 
139 

Standard costs: How they serve modern man- 
agement, Bennett, July 351 

Standard handbook of business tax tech- 
niques, Lasser Tax Institute, Mar. 139 

Statistical sampling for auditors and account- 
ants, Vance and Neter (Dutka), Jan. 38 

Statistics for management, Mandel, Nov. 548 

Supervisory and executive development, 
Maier, Solem and Maier, May 243 

Survey of corporate pension funds, 1951-54, 
April 179 

Tax on accumulated 
(Eisner), Nov. 546 

Whole-dollar accounting, May and Klingman 
(Friedenberg), Dec. 596 

Work, workers, and work measurernent, 
Abruzzi, Feb. 84 

Working with the revenue code, Mahon, 
Nov. 548 


cases, 


Eustis, 


Hepworth 


earnings, Holzman 


elected chairman of the 
board of directors, Controllers Institute, June 
289 


Budgets: 


Control by, Peirce, July 327 
Federal, Rappaport, April 170 


Introducing an organization to budgetary con- 
trol, Renner, Nov. 527 
Business consultants: Their uses and limita- 
tions, Aug. 390 
Business expectations, Mar. 129; May 240 
Business systems conference, May 238 
Canadian firms studied, May 234 
Carr, Frank J., retirement, May 229 
Charging advertising expenses, May 240 
Communications: 
Office grapevine, the, Feb. 68 
Compensation: 
Executive, Jan. 36 
Consumer study shows optimism, May 258 
Control: 
Control by budget, Peirce, July 327 
Management controls at management levels, 
Aug. 386 
Minnesota Mining and Manufacturing Com- 
pany Panel discussion, Dec. 588 
Planning and control at a naval ordnance 
plant, Mowery, Nov. 536 
Planning and control in machine accounting 
installations, Newman, Jan. 9 
Rx Embezzlement, Phelan, Jan. 18 
Control of expendable tools set forth in SBA 
leaflet, Aug. 412 
Controllers: 
Controller’s role in setting prices discussed, 


Mar. 148 
Controllers to meet in San Francisco, April 
180 


Hunting the controller, Ash, Dec. 586 

Management controls at the controller level, 
Below, Aug. 386 

Controllers Institute of America: 

Annual national conference, 26th, Dec. 588 

Browne, D. E., elected chairman of the board 
of directors, June 289 

Camera covers a directors meeting, Mar. 137 

Committee chairmen, national, Oct. 511 

Control officers and directors meeting, June 
283 

Directors, new national (pictures), May 238; 
(listing), June 288 

Midwestern-southern conference, Mar. 136 

Officers and directors, 1957-58, June 288 

Peirce, James L., elected president, June 288 

Presidents of controls, 1957-58, section I, 
July 345; section II, Aug. 402; section III, 
Sept. 448 

Regional vice presidents (list), June 288; 
(pictures), June 290 

Stockholder relations, labor relations and 
management compensation discussed at 
controllers joint midwestern/southern con- 
ference, May 224 

Wallis, R. N., now Institute director at large, 
June 289 

Western conference, June 283 

Controllership Foundation: 
Controllership seminar planned, May 238 
Guest, Leon C. Jr., Appointed trustee of Con- 
trollership Foundation, Feb. 82 
McLaughlin, Stuart W., elected 
of, Feb. 82 

Officers and trustees (replacements), Feb. 
82; (pictures and list), Sept. 456 

Participation stressed as planning element in 
case study by Controllership Foundation, 
May 232 

Trustees luncheon (picture), June 284 

Controllership Information Service: 

Atomic energy commission research reports, 

Sept. 458 
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Company-sponsored foundations, Jan. 44; 
Dec. 607 

Controllers: company status, duties and re- 
sponsibilities as specified in corporate by- 
laws, April 194 

Cost-of-living adjustments, Nov. 558 

Finance committee, the, Feb. 96 

Fringe benefits/executive compensation, June 
310 

Handling salesmen’s expense advances, Aug. 
406 

Internal auditors of banks—to whom do they 
report? Mar. 142 

Records storage, July 358 

Whole-dollar accounting, Oct. 510 

Controls: 

Birmingham, plaque to University of Ala- 
bama’s Commerce School, May 250 

Boston, Worcester area luncheon, June 294 

Bridgeport, joint dinner meeting celebrating 
20th anniversary of Bridgeport control and 
15th anniversary of Hartford control, Sept. 
454 

Chattanooga, 15th anniversary dinner, May 
250 

Chicago, sponsors seminar on controllership, 
May 252 

Cincinnati, hosts to finance and accounting 
students at dinner meeting, May 251 

Columbus, members participating in Ohio 
State University’s 19th annual institute of 
accounting, July 357 

Dayton, foundation publications displayed, 
April 189 

Florida, Controllers Institute plans to charter 
its 51st Control, July 337; first meeting, 
Sept. 455 

Hamilton, John C. Naylor honor guest at 
meeting of Hamilton and Toronto con- 
trols, Sept. 454 

Hartford, joint dinner meeting celebrating 
20th anniversary of Bridgeport control and 
15th anniversary of Hartford control, Sept. 
454 

Indianapolis, past presidents dinner meeting, 
Feb. 91; integrated data processing dis- 
cussed, April 189 

Los Angeles, gives merit awards to students, 
Mar. 148; Dudley E. Browne testimonial 
dinner, Aug. 400 

Milwaukee, 20th anniversary dinner, June 
295 

New Orleans, past presidents dinner, July 


New York City, advisory panel national com- 
mittee on education, Feb. 90; controller- 
ship seminar planned, May 238 

Phoenix, fifth anniversary, June 295 

Portland-Seattle, inter-Control meeting, Aug. 
400 

Rocky Mountain, organization meeting, Nov. 
554 

San Francisco, workshop series, Jan. 47; 
convention departees from Los Angeles 
Control (picture), June 294 

Seattle, joint dinner meeting with Vancouver, 
Feb. 90; Portland-Seattle inter-Control 
meeting, Aug. 400 

Springfield, 15th anniversary dinner, Nov. 
554 

Svracuse, education night dinner. April 188 

Toledo, annual educational meeting, June 
294 

Toronto, John C. Naylor honor guest at 
meeting of Hamilton and Toronto con- 
trols, Sept. 454 

Vancouver, joint dinner with Seattle, Feb. 
90; fifth anniversary dinner, July 357 


Corporations, history of, Fl2tcher, April 162 
Cost control in the paint industry, Davison, 


April 159 


Costs: 


Approach to selecting economic buying quan- 
tities, Lang, Mar. 111 


Cost control in the paint industry, Davison, 
April 159 

Cost of raising capital, Oct. 476 

Cost of staying in business, Royce, Dec. 575 

Cost relationships—A package theory, Renn- 
hack, Dec. 582 

“Crisis” pricing to be avoided by industry, 
Nov. 564 

Evaluation of direct costing, Muth, Feb. 63 

Factors behind wage cost, Sept. 462 

Item costing in retail merchandising, NRDGA 
recommends, April 198 

Systems study, an avenue for cost savings, 
Hill, Nov. 542 

Craftsmen, importance of, June 290 


Decentralized operations: 
Profit performance measurement of division 
managers, Dean, Sept. 423 
Setting earnings standards for decentralized 
operations, Wright, Feb. 59 
Depreciation: 
Inflation in business, Spacek, Dec. 578 
The cost of staying in business, Royce, Dec. 
575 


Economist warns against inflation, Feb. 100 
Education: 
College recruiting, Mar. 132 
Employe appraisal and development, Schauer, 
Oct. 494 
Employe education aid, Mar. 132 
Executive education, July 328 
Expanding the supply of machine account- 
ants, Gerighty, July 338 
Graduates available for employment, direc- 
tory of, Mar. 131 
How to get the best junior accounting per- 
sonnel, Savage, Sept. 438 
National education committee, Controllers 
Institute, Dec. 603 
Registering students, mechanics of, Walgren, 
Sept. 436 
Electronic data processing: 
Fable of the division manager and the giant 
electronic machine, Thurston, May 204 
Putting IDP to work, Rehberg, Aug. 380 
Systems planning for computer applications, 
Levin, April 165 
We're easing into automation, Kelley, Feb. 


Embezzlement, Rx, Phelan, Jan. 18 
Employment: 
Age barrier in hiring is termed unfair, Nov. 
2 


Double employment poses company problem, 
Nov. 552 
Employe appraisal and development, Schauer, 
Oct. 494 
Guidebook of personnel 
(Mony), Dec. 605 
Handicapped workers ease employment short- 
age, Jan. 35 
How to get the best junior accounting per- 
sonnel, Savage, Sept. 438 
Time clock punchers, Aug. 377 
Why employes are fired, May 233 
Working mothers add to labor force, Feb. 82 
Equipment leasing, Economics of, White, July 
332 
Evaluation of direct costing, an, Muth, Feb. 63 
Executives: 
Division managers, profit performance meas- 
urement of, Dean, Sept. 423 
Executive health, June 292 
Executive motivation discussed at 
conference, July 346 
Executive vacation practices, Dec. 605 
Expanding the supply of machine accountants, 
Gerighty, July 338 


policies issued 


eastern 


Federal budget, the, Rappaport, April 170 

Finance people, the, Buzzi, July 342 

Financial management in government, Brun- 
dage, Feb. 72 
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Financial public relations, Mar. 126 
First U.S. strike won $6.00 weekly wage, Sept, 
449 
Five percent of income dollar saved last year, 
May 215 
Forecasts: 
Better forecasts: better profits, Mar. 130 
Factors in business forecasting, May 258 
Forecast your inventory, Vandemark, Aug. 
384 
Forecasting business trends, June 300 
Look ahead, A, Erickson, May 211 
Foreign trade: 
Foreign businessmen urged to open US, 
markets, Jan. 41 
The vanishing American in overseas plants, 
June 315 
World trade to reach record level in 1957, 
Feb. 78 
Forestalling the proxy battle, Broehl, Mar. 114 
Foundations, company sponsored, Jan. 44; Der, 
607 
Fraud prevention, Sept. 426 
Fringe benefits, how much do cost? Dec. 577 
Future of the programmer, Browne, Dudley E, 
April 168 


Government: 

Federal budget, the, April 170 

Few businessmen are active in national legis. 
lation, July 347 

Financial management in, Feb. 72 

Joint program to improve accounting in the 
federal government—eighth annual prog- 
ress report, May 252 


Handicapped workers ease employment short- 
age, Jan. 35 

History of corporations, Fletcher, April 162 

Horse-power sense, July 334 

How much do employers contribute to private 
pension plans? Feb. 76 

How much do fringe benefits cost? Dec. 577 

How not to buy stock, Jan. 36 

How to get the best junior accounting person- 
nel, Savage, Sept. 438 


Importance of craftsmen, June 290 
Improved accounting in the Federal Govern- 
ment cited in report, May 252 
Improving financial statements, May 240 
Improving human relations, May 233 
Inflation: 
Economist warns against inflation, Feb. 100 
Inflation in business, Spacek, Dec. 578 
Wage inflation and productivity, Hagedorn, 
Nov. 556 
Insurance premiums finance business expansion, 
Aug. 394 
Inventory control: 
Forecast your inventory, Vandemark, Aug. 
384 
We solved our analysis problem, Carbone, 
Sept. 428 
Investment, return on: 
Basic formula, the, June 297 
More for your capital dollar, finding the 
realistic rate of return, Griswold, Oct. 480 
Rates of return: the effects of borrowing, 
Foster, Aug. 375 
Return on investment as a measurement of 
management efficiency, Edson, June 271 
Return on investment: use of gross or net 
assets in computing ratios, June 273 
Investor profile, July 336 


Jennings, Alvin R., elected president AICPA, 
Dec. 603 

Joint program to improve accounting in the 
Federal Government—eighth annual progress 
report, May 252 
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Labor relations: 
Pattern bargaining: Pace setters, industry- 
and area-wide, Zorn, Dec. 612 
Wage contracts analyzed, Aug. 401 
Working mothers add to labor force, Feb. 82 
Lease vs. Own: 
Economics of equipment leasing, White, July 
332 
Library of Congress national union catalog, 
Dec. 593 
Look ahead, a, Erickson, May 211 


Management: 
Financial management in government, Feb. 
a 
Operations research in industry, Crane, Mar. 
118 
Responsibility auditing, a supradimension of 
management control, Campfield, May 225 
Management conferences on shipboard planned 
for June 1957, Feb. 80 
Management controls at management levels, 
Aug. 386 
Management experts find nation choking on 
paperwork, Aug. 396 
Management, notes on controllership and the 
XIth international congress of scientific, 
Sept. 434 
Management school opens in Spain, May 238 
Manufacturers’ part number systems, Black, 
June 276 
‘Market basket’’ forms consumer price index, 
Feb. 86 
McLaughlin, Stuart W., Elected treasurer of 
Controllership Foundation, Feb. 82 
Mechanics of registering students, Walgren, 
Sept. 436 
More for your capital dollar, finding the realis- 
tic rate of return, Griswold, Oct. 480 


NAM studies monopoly power, Sept. 445 

New concepts for state accounting and auditing 
in Illinois, Morey, June 280 

News of other organizations, Aug. 400, Sept. 
463 

Newspaper controllers spring conference, May 
237 

Newspaper property considered in INCFO 
manual, Evaluating, Aug. 396 

Newspapers carry Pfizer's annual report, May 
232 


Office grapevine, the, Feb. 68 
Operations Research: 
For the businessman, Sloat, June 274 
In industry, Crane, Mar. 118 
Interdisciplinary teams, Mar. 121 
Systems planning for computer applications, 
Levin, April 165 


Paperwork control: 

Management experts find nation choking on 
paperwork, Aug. 396 

Participation stressed as planning element in 
study by Controllership Foundation, case, 
May, 232 

Pattern bargaining: Pace setters, industry- and 
area-wide, Zorn, Dec. 612 

Peirce, James L., elected president of Control- 
lers Institute, June 288 


Pension plans: 
How much do employers contribute to pri- 
vate pension plans? Feb. 76 
Pension plan trends, Mar. 131 
Performance measurement: 
Return on investment as a measurement of 
management efficiency, Edson, June 271 
Personal income, 1955, June 293 
Planning: 
Minnesota Mining and Manufacturing Com- 
pany Panel discussion, Dec. 588 
Planning and control at a naval 
plant, Mowery, Nov. 536 
Planning and control in machine accounting 
installations, Newman, Jan. 9 
Statistical techniques for financial planning 
and forecasting, Vazsonyi, May 216 
Planning and control in machine accounting 
installations, Newman, Jan. 9 
Pricing: 
Cost control in the paint industry, Davison, 
April 159 
Price rises, economist analyzes, Feb. 88 
Profits: 
Corporate profits analyzed, Nov. 563 
Cost control in the paint industry, Davison, 
April 15) 
Performance measurement of division man- 
agers, Dean, Sept. 423 
Recognizing and evaluating profit opportu- 
nities, Capon, Oct. 475 
Sales climb while profits lag, Dec. 595 
Profit performance measurement of division 
managers, Dean, Sept. 423 
Profit sharing: pitfall or panacea? Ecke, Jan 
14 
Programming analysis used at Ordnance Depot, 
Mar. 128 
Proxy contest proposals, Sept. 464 
Purchasing: 
Approach to selecting economic buying quan- 
tities, Lang, Mar. 111 
Purchasing for profit, Richmond, July 335 
Push-button expense distribution; Corbin, June 
278 
Putting IDP to work, Rehberg, Aug. 380 


ordnance 


Quality control audits, Dec. 595 


Rates of return: the effects of borrowing, Foster, 
Aug. 375 
Recognizing and evaluating profit opportunities, 
Capon, Oct. 475 
Record Keeping: 
Easier record keeping in sight for corpora- 
tions, May 234 
Management experts find nation choking on 
paperwork, Aug. 396 
Research budget, the, July 330 
Research survey documents good investor re- 
lations, Mar. 134 
Responsibility auditing, Campfield, May 225 
Retail business failures, Feb. 65 
Return on investment as a measurement of 
management efficiency, Edson, June 271 
Rx Embezzlement, Phelan, Jan. 18 


Sales climb while profits lag, Dec. 595 

Salesmen’s earnings, Dec. 594 

Search for management talent, the, Aug. 394 

SEC registers $114 billion in 22-year span, Mar. 
147 

Setting earnings standards for 
operations, Wright, Feb. 59 


decentralized 





Statistical techniques for financial planning and 
forecasting, Vazsonyi, May 216 ; 
Stock market credit, Nov. 563 
Stock sale levy, exchange fights, Feb. 73 
Stockholders: 
Forestalling the proxy battle, Broehl, Mar. 
114 
Surveying the stockholder, Dec. 603 
Surveys and studies: 
Annual reports surveyed, Feb. 86 
Business expectations, June 314 
Canada’s economic prospects surveyed, April 
182 
Canadian firms studied, May 234 
Consumer spendings/savings analyzed, Sept. 
444 
Consumer study shows optimism, May 258 
Executive education, July 328 
Executive health, June 292 
Executive recruitment practices in 469 com- 
panies, April 176 
Executive vacation practices, Dec. 605 
Factors in business forecasting, May 258 
Foreign tax study published, Aug. 401 
How much do employers contribute to pri- 
vate pension plans? Feb. 76 
Investor profile, July 336 
Local committeemen, business style, Dec. 596 
New study of employes trust funds, July 364 


Research survey documents good investor 
relations, Mar. 134 

Salesmen’s earnings, Dec. 594 

Stockholders, Dec. 603 

Wages, prices and profits, Nov. 544 

Whole-dollar accounting (Controllership 


Foundation), Oct. 510; Dec. 592 
Why employes are fired, May 233 
Systems planning for computer applications, 
Levin, April 165 
Systems study—an avenue for cost savings, 


Hills, Nov. 542 


Tax Highlights of 1956, Landman, Jan. 22 

Taxes: 
Economics of 

July 332 

Highlights of 1956, Landman, Jan. 22 
Income tax discrimination, June 314 
Intensive tax training program, May 239 

Three elements in measuring change in earn- 
ings, Ryan, Nov. 532 

Time clock punchers, Aug. 377 


equipment leasing, White, 


Unions buy insured mortgages, Mar. 129 

Universal par clearance now before Congress, 
May 253 

U.S. growth indexed, Feb. 100 


Vanishing American in overseas plant, June 
315 


Wage contracts analyzed, Aug. 401 

Wage inflation and productivity, Nov. 556 

Wallis, R. N., Institute director at large, June 
289 

We're easing into automation, Kelley, Feb. 66 

We solved our analysis problem, Carbone, Sept. 
128 

Whole-dollar accounting studied, Dec. 592 

Working mothers add to labor force, Feb. 82 

World trade to reach record level in 1957, Feb. 
78 

Why employes are fired, May 233 
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HERE'S HOW... 


Reynolds Metals Company 





To gain maximum efficiency from its nation-wide sales 
operations, Reynolds Metals Company recently introduced 
an Ordermatic Service System. Now a customer's order 
received anywhere in the country can be converted into a 
written production order at any one of Reynolds’ plants 
in a few hours—an operation that once took days. 


Upon receipt of a customer's purchase order, the sales- 
man wire transmits it from his Sales Office to one of 
Reynolds’ Central Order Writing Offices. One of three 
speedy wire transmission methods is used: Facsimile (re- 
producing an exact picture of the purchase order), Private 
Teletype System (12.000 miles of private lines connect all 
Reynolds’ facilities). or Western Union Telegram. 


At the central office, a Production Order form—a 5-part 
MOORE Speediset—then is prepared on a tape-operated 
common language typewriter. Customer data is typed auto- 
matically from a master 5-channel punched paper tape. 
Items ordered, plant of manufacture, scheduled delivery 
date. etc., are typed manually. Acknowledgment is sent 
within hours of taking the order! 

While the Production Order form was being typed a 
by-product tape was automatically prepared, containing 
all necessary production information. This is wire trans- 
mitted to the proper manufacturing plant and to a tabulat- 


NIAGARA FALLS, NEW YORK 








DENTON, TEXAS 


cuts order processing time from 


days to hours with an ADP* System 


** Automated Dota Processing 


a 


ing department where statistical tab cards are automatically 





key punched. 


The order is typed automatically here on a continuous 
spirit hectograph master by a receiving Teletype machine. 
Production. scheduling and shipping papers are run off 
from this master. Upon shipment of every order. a Teletype 
message is sent to the salesman so he may advise the cus- 
tomer. Next. the hectograph master is completed with bill- 
ing information and invoice copies are made. 

These benefits are given Reynolds by the Ordermatic 
Service System: faster acknowledgment. shorter processing 
time. improved shipping notice. faster accumu!ation of 
order statistics and reduced workload of salesmen, sales 
service and production control. 


The Moore Man, using Moore 
facilities. helped with scientific 
design and construction of the 
forms used in this system. 


P ga AvTomaTEeD 
4 s Data 
If you would like to read the details => _ enocassine 
of this system in this booklet, write a 7 
on your Company letterhead to the = 


Moore office nearest vou. 





MOORE BUSINESS FORMS 


Inc 
EMERYVILLE, CALIFORNIA 


Since 1882 the world’s largest manufacturer of business forms and systems. Over 300 


offices and factories across U.S., Canada, Mexico, Caribbean and Central America. 
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"World’s largest maker of miniature trains” 


3 
Ls 


et 
OSwalional Accounting Machine System saves us 


more than 100% a year on our investment.” —tne tionet coRPORATION, New York 


“We use the National Accounting Machine 
because of its many automatic features which 
do so much of the operators’ work that there 
is a great saving of both time and effort. 


“We estimate that these savings return us 
more than 100% a year on our investment. 


“There are other benefits besides direct sav- 
ings. The work is neater. Several records are 


THE NATIONAL CASH REGISTER 
989 OFFICES IN 


made simultaneously. Needed figure informa- 
tion is obtained sooner—while it is news, not 
history. And employees are happier because 
the work is made easier." 


Cut 


President, The Lionel Corporation 


COMPANY, varyrton 9, oH!I0 
94 COUNTRIES 





In your business, too, National 
machines will pay for themselves with 
the money they save, then continue 
savings: as annual profit. Your nearby 
National man will gladly show how 
much you can save. 

(See the yellow pages * 
in your phone book.) 
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